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Introduction

The beginning of the 21% century has presented the same opportunitiesand challenges
totheagency asit hasmany businesses. Opportunitiesabound for creative solutionsto
business problems. Technol ogy advancements present opportunity for enhancing
productivity and providing customerswith unprecedented optionsand service. How-
ever, the samefactorsthat present the greatest opportunity al so present the greatest
challenges. Technol ogy changes are becoming morefrequent and are creating an
environment of uncertainty, continual changeand higher customer expectations. In
addition, management facesadditiona challengesfrom diminishing financia resources
and atight labor market.

Strategic Business Planning has historically been utilized by theagency asatool to
channel energy, resource, and commitment to agency priorities. Thisprocesshashel ped
theagency maintain continuity, focus on the core bus nessfunctionsof theagency, and
improvesarvice.

Aspart of the Strategic Business Planning effort, the agency reaffirmed itscommitment
tothevision, mission, goalsand cultura attributes. Thevision and mission serveasthe
guideto continual ly improve services, increasethe effectivenessand efficiency of
operations, and meet our statutory charge asastate government agency.

Other aspectsof the planning processincluded areview of theenvironment for current
trends, and articul ation of ongoing Department activities. Department strategieswere
asoidentified aong with new initiativesthat support the Department’sgoals. A renewed
emphasison measuring resultswasa so incorporated into the plan asaresult of ongoing
emphasison the balanced scorecard approach to performance management.

This Strategic Business Plan communi catesthe Department’ spriorities, futuredirection,
and agency commitments. Thisdocument providesan understanding of management
values, priorities, and vision of how we can best serve our customersand constituents
into the 21% century.
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Vision, Mission, Cultural Attributes and Goals

Vision

Our vision is an environment where citizens voluntarily pay taxes,
appreciate public employees, and value the services delivered.

Our mission isto fairly and efficiently collect revenues and administer
programs to fund public services, and advocate sound tax policy.

Cultural Attributes

¢ Premier Agency + Continuous Improvement

¢ Taxpayer-Centric + Work Hard and Have Fun

Goals

Make conducting business as simple as possible for our customers and
employees.

Develop, recruit, retain and value a high quality, diverse workforce.
Seek efficiencies and improvementsin agency programs.

Promote fairness, consistency and uniformity in the development and
application of tax law and policy.

Build and strengthen relationships with our customers.

Strategic Business Plan m



Balanced Scorecard

Department of Revenue

Strategic Alignment Between Vision, Mission, Goals, Ongoing Strategies& New Initiatives

Vision: Our visionisan environment where citizens voluntarily pay taxes, appreciate public employees, and value the

services delivered.

Mission: Our Missionistofairly and efficiently collect revenues and administer programsto fund public services, and

advocate sound tax policy.

Goals:

Develop, Recruit, Retain And Value A High Quality, Diverse Workforce
Seek Efficiencies And Improvements In Agency Programs
Promote Fairness, Consistency, And Uniformity In The Development And Application Of Tax Law And

Palicy;

Build And Strengthen Relationships With Our Customers

Make Conducting Business As Simple As Possible For Customers And Employees

Cultural Attributes:. premier agency, taxpayer-centric, engage in continuous improvement, and work hard and have

fun

Agency Long Range Measures Toward Vision, Mission And Goal Achievement: 1) voluntary compliancerate,

2) cost of collections, 3) taxpayer satisfaction, and 4) employee satisfaction

Strategies

& Benefit

M easur es

Initiatives

Agency Goal: MakeConducting Businessas SimpleasPossiblefor Customersand Employees

+ Make it easier for taxpayers
to file and pay their taxes.

+ Reducetaxpayer timerequired
to fill out their tax return
+ Reduction in delinquency rate

+ Electronic Filing and Payment
Matching System

+ Telefiling

+ Combined Filing with Employment
Security and Labor & Industries

+ Alternative Use Tax Reporting and
Payments

+ Excise Tax Deduction Detail
Simplification Study

+ Electronic Funds Transfer for
Partial Payments

+ Reducetaxpayer and agency
administrative complications by
simplifying tax laws and rules.

+ Reducedtime
+ Questions from surveys
+ Reduceerrors

+ Dedicated Taxes Study
+ SalesTax Resaleand Exemption
Administration

+ |dentify areas where taxpayer
education is needed and provide
targeted outreach and assistance.

+ Reduction in reporting errors

+ Measure impact of targeted
education on reported taxable
income

+ Targeted Education

Strategic Business Plan



Balanced Scorecard

Scorecard

Strategies

¢ Deéliver enhanced service
viathe Internet considering
security, accessihility, and
cost-effectiveness.

Customer_Service

X

Learning & Growth

X

Financial |mpact

M easur es

e & Benefit

+ Satisfaction determined by
Internet survey
+ Usageleve

Initiatives

Agency Goal: MakeConducting Businessas SimpleasPossiblefor Customersand Employeescontinued . ..

+ Geographic Information System

¢ Electronic Agency RuleFiles

¢ Interactive, Fill-in Forms

+ Web Site Evaluation for Optimal
Utilization

¢ Internet Excise Tax Database Query

+ Improve taxpayers
understanding of tax reporting
responsibilities.

X | ¢ Reductionin error rates
+ Reduction in delinquency rates
+ Taxpayer satisfaction survey

Agency Goal: Develop, Recr uit, Retain and Valuea High Quality, Diver seWor kfor ce

+ RuleWriting and Review

environment in order to foster
productivity, creativity, and
innovation.

+ Improve retention of qualified X + Turnover rate + Employee Turnover

staff. + Turnover rate compared to
other comparable agencies

¢ Increase the number of highly X + Diversity measured as a + Qualified and Diverse Candidate
qualified and diverse candidates percent of utilization Recruitment
within the applicant pool.

+ Expand employees’ skillsand X + Training hours ¢ Alternative Training
knowledge through an array of Methodologies
training and developmental + Effective Supervisory
opportunities. Management

+ Upgrade the workplace X + Employee satisfaction survey | ¢ Workplace Environment

Agency Goal: Seek Efficienciesand | mprovement in Agency Programs

mation to enable moreinformed
decision making by agency
management.

+ Improve the timeliness of X + 48 hour front-end processing + Excise Tax Return Data Capture
processing excisetax related data + Errors corrected in 10 Days
and information. + 24 hour accessto excise tax
documents
¢ Improve the time in which X' | X| & 2.5% reduction in delinquent + Audit Assessment Tracking
payment of full tax liability is excisetaxeseach year System
received. + Reduction in write-offs + Estimated Tax Assessment
as apercent of collections Process Study
+ Enhance management infor- X + Financial Information System

+ DataWarehousing, Mining, and

Srategic Business Plan
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Balanced Scorecard

Strategies

+ Enhanceorganization
efficiency through process
improvements of
existing systems.

Customer_Service

Learning & Growth

X

Value & Benefit

X

M easur es

Agency Goal: Seek Efficienciesand | mprovementsin Agency Programscontinued . ..

+ Employee satisfaction
with systems
¢ Cost cutting
¢ Reduced FTE's
+ Reduced numbers of |S staff
required to maintain systems
¢ Percent changein budget

Initiatives

+ Alternative Audit Method —
Managed Audits

+ Centrally Assessed Property
System

¢ Financial and Employee Services
Document Storage and Retrieval

+ Information Services Support
Systems

+ Legidation and Policy Document
Management System

+ PC Applications Update

+ Personnel System and Process
Redesign

+ Property Tax Deferral System

+ Property Tax Exempt System

¢ Purchasing, Payablesand
Inventory System Automation

+ Red Estate Excise Tax

+ Taxpayer Accounts Receivable
Integrated Aystem

+ Accelerate devel opment of X ¢ Forest Tax Technology
business applications by Enhancement
standardizing technology + Oracle Database Applications
products. + Unclaimed Property Technology
Study
¢ Optimize the Department’s X ¢ Improve access time to network | ¢ Remote Access Enhancement

ability to conduct business
effectively through continued
investment in technol ogy
infrastructure.

+ Increase accessto agency
systems via laptop and desktop
personal computers

Agency Goal: PromoteFairness, Consistency, and Unifor mity in the Development and Application of Tax L aw and Policy

+ Increase the ability to provide | X X ¢ Fewer appeals + Interim Audit Guidelines
consistent tax information and + Taxpayer satisfaction survey
tax policy interpretation to
customers and employees.

+ Improve communication X + Employee attitude survey ¢ Centralized Notepad System
between divisionsregarding ¢ Reduced taxpayer complaints | ¢ Tax Discovery Case Tracking
interactions with taxpayers. + Increased access to taxpayer System

information
+ Enhance complianceto, and X X | ¢ Increased complianceand + County Assessment Performance

uniform application of, property
tax laws and administration by
monitoring and assi sting counties.

uniform application of property
tax laws

Program

Strategic Business Plan



Balanced Scorecard

Strategies

Customer Service

Learning & Growth

Internal Processes

Financial |mpact
Value & Benefit

M easur es

Initiatives

Agency Goal: PromoteFairness, Consistency, and Unifor mity in the Development and Application of Tax L aw and Policy

continued . ..

+ Actively participate in national
and regional effortsto streamline
and increase the consistency of
state and local taxes.

+ National Sales Tax Simplification
Efforts

and regulatory policies that make
Washington amore attractive
location for new, existing, and
homegrown businesses.

¢ Assistin tax policy decision X + Final Tax Incidence Model
making.
# Assist in the development of tax | X X + Washington's Economic Vitality

Agency Goal: Build and Strengthen Relationshipswith our Customers

¢ Timely resolve taxpayer |ssues
resulting from Departmental
actions.

+ Appesls resolution time

Study
+ Business Income Apportionment
Policy Review

+ Appeals Timeline Reduction Pilot

by improving the timeliness and
accuracy of tax information.

¢ Increase customer satisfaction X

+ Question from taxpayer
satisfaction survey

¢ Local Salesand Use Tax
Distribution System

Srategic Business Plan
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Initiatives Indexed by Goal and Strategy

GOAL: MAKE CONDUCTINGBUSINESSASSIMPLE ASPOSSIBLE FOR OUR CUSTOMERS

AND EMPLOYEES
STRATEGY: Make it easier for taxpayersto file and pay their taxes.
INITIATIVE: Alternative Use Tax Reporting and Payments...........cccveereereeniecenecseeneneens 19

Combined Filing with Employment Security and
Labor @and INAUSEIIES .......ccuevieiiieeiiieerese ettt 20
Electronic Filing and Payment Matching SyStemsS ........ccovevreeneeneiencnenenens 2
Electronic Funds Transfer for Partial Payments .........ccccooevvennennennencnenennene 2
Excise Tax Deduction Detail Simplification StUdY .......cccoceeeveinenenenenennenenen 23
TEEFIING e 24

STRATEGY: Reduce taxpayer and agency administrative complications by

simplifying tax laws and rules.
INITIATIVE: Dedicatetd TAXES SHUAY .....covverieeirerirsiesesieseesieseeseeaesseseeseesessesessessessessessesseses 5
Sales Tax Resaleand Exemption AdMINIiStration ...........cceeeeviereeenieveenesissnneenens 2%

STRATEGY: ldentify areas where taxpayer education is needed and provide

targeted outreach and assistance.
INITIATIVE: Targeted EQUCALION ......c..ceiuiiriiiriiirieieesie et 27

STRATEGY: Deéliver enhanced service via the Internet considering security,
accessibility, and cost effectiveness.

INITIATIVE: Electronic AGenCy RUIEFITES ........ooiviiriirireere s 2
Geographic INfOrmMation SYSIEM ..o 2
INtEractive, Fill-INFOIMMS ...ttt et st 31
Internet Excise Tax DatabaSe QUENY ......c.covveiririririenirierese e K74
Web Site Evaluation for Optimal Utilization ... 33

STRATEGY: Improve taxpayers understanding of tax reporting responsibilities.
INITIATIVE: RUIeWFItiNG @NO REVIEW .....c.ooveviiiiiirierierieeere e A

GOAL: DEVELOP RECRUIT, RETAIN AND VALUE A HIGH QUALITY, DIVERSE
WORKFORCE

STRATEGY: Improve retention of qualified staff.
INITIATIVE: EMPIOYEE TUMMOVE ......cuiiiiirieiiieiiirieesie sttt )

STRATEGY: Increase the number of highly qualified and diver se candidates within

the applicant pool.
INITIATIVE: Qualified and Diverse Candidate ReCruitment ............ccoceveeervnenenesiesesennieennns H

STRATEGY: Expand employees' skills and knowledge through an array of training

and developmental opportunities.
INITIATIVE: Alternative Training MethodolOgies........cooueerririiniinrineeneeere s 37
Effective SUpervisory Management .........ccoceveereeneeneesienesesesre e 3
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Initiatives Indexed by Goal and Strategy

STRATEGY: Upgrade the workplace environment in order to foster productivity,

creativity, and innovation.
INITIATIVE: WOrkplace ENVIFONMENL .........coviiuiririiirieirieeseeeseeeesteesee e

GOAL: SEEK EFFICIENCIESAND IMPROVEMENTSIN AGENCY
PROGRAMS

STRATEGY: Improve the timeliness of processing excise tax related data and
information.
INITIATIVE: Excise Tax RetUrN DataCapture..........coovueereenerieereeienesieie st sessenesnas

STRATEGY: Improve the time in which payment of full tax liability is received.

INITIATIVE: Audit Assessment Tracking SYSEM .....cc.ooeeiiiererrere e s
Estimated Tax Assessment Process SIUAY ........covveereerenenennenenenesesee s

STRATEGY: Enhance management information to enable more informed decision
making by agency management.
INITIATIVE: Financial INnformation SYStEM ..........ccerreireinniereesieesee e
Data Warehouse, Mining, and QUENY .........ccccverirenene i

STRATEGY: Enhance organization efficiency through process improvements of

existing systems.

INITIATIVE: Alternative Audit Method - Managed AUditS ...
Centrally Assessed Property SYSem ..o
Financial and Employee Services Document
Storage and RELHEVEL .........cooviiriireeree e
Information Services SUPPOrt SYSEEMS .....cccoveirierererere e
Legislation and Policy Document Management System ........ccoeceveeereveneennene
PC APPliCatioNS UPAELE ..ot
Personnel System and Process REdeSigN .......c.cvveevieenieenienenenenesese e
Property Tax Deferral SYSIEM ...
Property Tax EXemMPt SYSIEM ...c.ooiiiieeeee e
Purchasing, Payables, and Inventory System Automation ..........c.cccveeeeeenen.
R WSS e (] eSSl - O SOSS
Taxpayer Accounts Receivable Integrated SyStem .........cocevevvennieneccnenennene

STRATEGY: Accelerate development of business applications by standardizing

technology products.

INITIATIVE: Forest Tax Technology ENhanCement ...
Oracle Database APPlICALIONS...........curiierieeriereeeereee e
Unclaimed Property Technology StUAY .........cccoevererriennienneneeeesee e

STRATEGY: Optimize the Department’s ability to conduct business effectively through

continued investment in technology infrastructure.
INITIATIVE: Remote AcCess ENhanCement ........ccoeoveeeireee s

Srategic Business Plan



Initiatives Indexed by Goal and Strategy

GOAL: PROMOTE FAIRNESS, CONSISTENCY, AND UNIFORMITY IN THE
DEVELOPMENT AND APPLICATION OF TAX LAW AND POLICY

STRATEGY: Increase the ability to provide consistent tax information and tax policy

interpretation to customers and employees.
INITIATIVE: Interim Audit GUIJEIINES ........oorveeerreieeiiieeissesesisssssessssessssssesssssssssssessssnes

STRATEGY: Improve communication between divisions regarding interactions with
taxpayers.
INITIATIVE: Centralized NOtepad SYSIEM .........ccreerereneereesneissesessessesssesssessssssssssessssssnnes &4
Tax Discovery Case Tracking SYSIEIM ......cooveieerierenere e &b

STRATEGY: Enhance compliance to, and uniform application of, property tax laws

and administration by monitoring and assisting counties.
INITIATIVE: County Assessment Performance Program ...........ccoeveeeeeneienienienesese e seeneas 69)

STRATEGY: Actively participate in national and regional effortsto streamline and

increase the consistency of state and local taxes.
INITIATIVE: National Sales Tax Simplification EffOrts .........ccocoeveveneneneicieeeeeenene e 67

STRATEGY: Assistintax policy decision making.
INITIATIVE: Final Tax InCidenCeMOdE! .........ccooiiiiiiiiiie e e

STRATEGY: Assist in the development of tax and regulatory policies that make
Washington a more attractive location for new, existing, and homegrown
businesses.

INITIATIVE: Businesslncome Apportionment Policy REVIEW ..........cccceveieeinienienienenecen, 6°]
Washington’sEconomic Vitality StUdy .........ccceeereiiiiiiinreeeeee e 70

GOAL: BUILD AND STRENGTHEN RELATIONSHIPSWITH OUR CUSTOMERS

STRATEGY: Timely resolve taxpayer issues resulting from Departmental actions.
INITIATIVE: AppeasTimeline ReduCtion PilOL ...........ccoveiiriiniireeescsese e At

STRATEGY: Increase customer satisfaction by improving the timeliness and accuracy
of tax information.
INITIATIVE: Local Salesand Use Tax Distribution System .........ccevvinninniinsincnecnnes s

Strategic Business Plan



New Initiatives Indexed by Lead Division

APPEALS

AUDIT

COMPLIANCE

FINANCIAL &
EMPLOYEE
SERVICES

INFORMATION
SERVICES

LEGISLATION &
POLICY

Srategic Business Plan

InitiativeTitle
AppeasTimdineReduction POt ............cccoeeiiiiiiiec e

Alternative Audit Method - Managed AUITS .........ccoevererieieieceee e
Alternative Use Tax Reporting and Payments..........cccceeveeieecee e cvee e
Audit Assessment Tracking SYSeM .....ocvvveieeiie e
DataWarehouse, Mining, and QUENY™ .........coceveereneeneeie e e eee e
INEMAUdIE GUIAEIINES ... e

Centralized NOtepad SYSIEM™ ..o s
Electronic Funds Transfer for Partid Payments ...........cccccevevevieeiceccee e
Estimated Tax Assessment Process SIUAY™ .......ooceevveeiieciecsee e
Tax Discovery CaseTracking SYSIEM ........coveeriereresese e

Alternative TraningMethodolOgIES............ocvieiiiiiiecccee e
Effective SUperviSory Managemert ..........coeeereierenese e
Electronic Filing and Payment Matching Systems® ........cccccceevevceevce e csieenn,
EMPlOYEETUIMOVES ......oovieeeee ettt
Financial and Employee ServicesDocument Storageand Retrievd ...................
Financid INformation SYSEM .......cccvveiieiiiccee e
Personnel System and ProcessRedesigN .......cccvevveveieciee e

Purchasing, Payables, and Inventory System Automation* ...........ccccceeeveenieenne
Quadlified and Diverse Candidate RECTUITMENT ..........cccccvveeveeienieeneee e e
WOrKplaCe ENVIFONMIENT .......eeiiieciie ettt st

DataWarehouse, Mining, and QUENY™ .........coceveereneeneeie e seesee e eee e
Information Services SUPPOIT SYSIEMS .....ccceeiieeiiececcee e
OracleDatabase APPHICALIONS .......ccveiiieeiie et
PC APPlICAONSUPUELE .........conieiiieiiisienieeeee e
Property Tax EXemMPt SYSIEM™ .......ooo i
Purchasing, Payables, and Inventory System Automation* ...........ccccceeeveenieenne
Remote ACCESSENNANCEMENT ......cceiiiiice e
Web SiteEvauationfor Optimal UtiliZation™ .............ccocevereenieninesene e

BusinessIncomeApportionment Policy ReVIEW ..........ccceeviveieeccecce e
DediCated TAXESSIUAY ......c.eeeeiiieie sttt
ElectroniCAgeNCYy RUIEFIIES ..........oooiiecece e
L egidation and Policy Document Management System .........ccccevceeveevcieesieee
RUIEWIINGBNAREVIEW ...t
Washington'sEconomic Vitaity SIUdy™ .........cooveiieiiiiie e



New Initiatives Indexed by Lead Division

InitiativeTitle Page
PROPERTY  Centrally Assessed Property SYSIEM ..o 51
TAX  County Assessment Performance Program ..........coceeeeveenenieeneeniesies e sieseens 66
Property Tax Deferral SyStem ..o 53
Property Tax EXemMPt SyStem™ .........ooeoiieeeeeeee e 54
RESEARCH  DataWarehouseMining, and QUENY™ ..........c.coeeueeueveeeereiieeee et 45
Internet Excise Tax Database QUENY ........coeveeieiierienesie e 32
Finad Tax INCIdenCEMOE .........c.ooiiiiic e 68
Washington'sEconomic Vitdity SIUAY™ .........coceeiieiiiiiie e 70
SPECIAL  Forest Tax Technology ENhanCement ...........cccevcueevee e csee s 58
PROGRAMS Real ESAEEXCISETAX .eovereeirieeierie ettt sttt sne s 56
Unclaimed Property Technology SIUAY .........ccooeieririnineneeeeesese e 60
TAXPAYER  Centralized Notepad SyStEmM™ ........cccviiieiieiiieciecee et 64
ACCOUNT  Combined Filingwith Employment Security and Labor and Industries .............. 20
ADMINISTRATION  Electronic Filingand Payment Matching System® .........coccoveviinenenieneenenene 21
Estimated Tax Assessment Process SIUAY™ .......cocvvvieevencieesee s 43
Excise Tax REEUrN DataCapture ............ooeeerieiierieresie e 41
Excise Tax Deduction Detaill Smplification XUdy ..........ccocevererieieninenencnns 23
Geographic INfFormation SYSEM .......cooivieiiicee e 29
Local Salesand Use Tax Distribution SyStem ........ccoocevevenenenieeieenese s 72
Taxpayer AccountsReceivablelntegrated System .........cccocevevevieeienene e 57
TAXPAYER  Interactive, FlI-INTOMMS .ooocieeeeeeee ettt 31
SERVICES Nationd SalesTax Smplification EffOrts .........ccooeveiinineninecieeee e 67
Purchasing Payables, and Inventory System Automation® ...........ccceceeeviveenieene 59
SdesTax Resdleand Exemption AdminiStration ..........c.ceeveeeeeeeneneneneneene, 26
Targeted EQUCELION .......cveeieiieieeee et 27
TEEING v 24
Web SiteEvaluationfor Optimal UtiliZation™ .............ccocevevirinienirenene e 33

(*= shared | ead)
’ .
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New Initiatives Ranked by Tier

Asaplanning and evaluating tool, each of the new initiativesincluded within our Strategic BusnessPlanwaspriori-
tized based onthefollowing scae:

TIER 1— Initiativeswiththeagency’shighest level of commitment - may requirecurrentinitiatives
ESSENTIAL  tobeadjusted.

TIER 2- Initiativeswhich arevery important but must be considered against other ongoing
IMPORTANT initigtivesif fundsarenot sufficient.

TIER 3— Initiativeswhich arebeneficia to agency programs, but will only be pursuedif they do
BENEFICIAL  notinfringeupon higher levd priorities.

TIER1- DaaWarehouse, Mining, and Query

INITIATIVES SdesTax Resdeand Exemption Administration
Taxpayer Accounts Receivablelntegrated System
Local Sadesand Use Tax Distribution System
Centraly Assessed Property System
Electronic Filing and Payment Matching System
PC ApplicationsUpdate
Washington’sEconomic Vitdity Study
Tax Discovery Case Tracking System
Centralized Notepad System
Nationa SdesTax Smplification Efforts
Electronic Funds Transfer for Partiad Payment
Dedicated Taxes Study
Web Site Eva uation for Optima Utilization
Targeted Education
Interim Audit Guidelines

TIER 2— AppedsTimdineReductionFilot
INITIATIVES ExciseTax Return DataCapture
Tddiling
Personnel System and Process Redesign
Property Tax Deferral System
Electronic Agency RuleFiles
Oracle Database Applications
Alternative Audit Method —Managed Audits
Combined Filing with Employment Security and
Labor and Industries

Srategic Business Plan X1l



New Initiatives Ranked by Tier

XV

TIER 2—
INITIATIVES
(continued)

TIER 3 -
INITIATIVES

County Assessment Performance Program
Remote A ccess Enhancement

Internet Excise Tax Database Query
Businessincome A pportionment Policy Review
Property Tax Exempt System

Geographic Information System

Redl Estate Excise Tax

Purchasing, Payables, and Inventory System Automation
Financial and Employee Services Document Storage and Retrieval
I nformation Services Support Systems

Excise Tax Deduction Detail Smplification Study
Effective Supervisory Management

Employee Turnover

Workplace Environment

Alternative Use Tax Reporting and Payments

Financid Information System

Unclaimed Property Technology Study

L egidation and Policy Document Management System
Forest Tax Technology Enhancement

Audit Assessment Tracking System
Interactive, Fill-inForms

Estimated Tax Assessment Process Study
Qualified and Diverse Candidate Recruitment
RuleWritingand Review

Fina Tax IncidenceModd

Alternative Training Methodologies

Strategic Business Plan



Environmental Conditions and Trends

BUSINESS
ENVIRONMENT
Inflation and Interest

Economic Sability

Washington Economy

Business Climate

Washington Revenue
Forecast

Srategic BusinessPlan

Animportant national economic trend hasbeenthelargedeclineininflation and interest
ratesover thepast 20 years. Therate of inflation asmeasured by the Implicit Price
Deflator hasfallenfrom over 10 percent in 1980, to about 1.5 percent in 1999. The
primeinterest rate charged by banks has declined from apeak of over 20 percent inthe
early 1980'sto the 8% range.

TheU.S. economy isnow far more stablethan it used to be, with amajor contributing
factor being thelow inflation and interest rates. Another important changein the national
economy over the past several yearsisrecessionsbecoming far lessfrequent. The
increased economic importance of the service sector, relativeto goods producing
sectors, hasa so contributed to economic stability.

Since 1982, the Washington economy hasbecomefar more stableaswell. Since
national recessionsare now lessfrequent, downturns of the state economy areasoless
frequent. However, akey factor that contributesto the state’ scurrent stability isits
diverse economy. The state economy hastraditionally been dependant upon goods
producing industries such as agriculture, forest products and aerospace. Service
industriessuch astravel/tourism have grown inimportance. However, thekey factor in
thediversfication of the state economy in recent years has been the rapid growth of
technol ogy-based industries. Software, biotechnol ogy, semiconductor,

telecommuni cationsand I nternet companieshave greatly increased the diversification of
Washington'seconomy.

Even with ahealthy economic climate and attempts at making thetax code more
businessfriendly, there continuesto be apercentage of businessesthat fail. Both
nationally aswell asin Washington, there hasbeen alargeincreasein the number of
bankruptcies during the 1990s. Between 1992 and 1998, the number of bankruptciesin
theU.S. jumped 43 percent to morethan 1.4 millionfilings.

Thetableon thefollowing page showshistorical revenuecollections, whichincluderate,
base, and administrative changes. Also shown are estimated future general fund
revenues. These estimates assume constant tax rates and no changein thetax base.




Environmental Conditions and Trends

DEMAND FOR
EFFICIENCIES
AND
PRODUCTIVITY

WASHINGTON STATE GENERAL FUND REVENUES

($ MILLI ON)

Biennium Coallections/For ecast % Change
1989-91 13,3090 21.7
1991-93 14,862.2 11.7
1993-95 16,564.6 115
1995-97 17,637.7 6.5
1997-99 19621.1 11.2
1999-01F 20,7275 5.6
2001-03F 21743 7.0
2003-05F 23,983.8 8.2

The projectionfor the 1999-01 Biennium isthe official November 1999 forecast of the
Revenue Forecast Council. Estimatesfor the 2001-03 and 2003-05 bienniaare not
official forecasts of the Revenue Forecast Council. Theseareunofficia estimates
produced by the Research Division for Department of Revenue planning purposes.

The number of Washington registered business accounts has been growing at asteady
rate. The Corporation for Enterprise Development (CFED), anationa non-profit
research and policy group, showsintheir 1999 report Washington asthe number one
statein the nation for new businessformation. The high rate of new businessformationin
Washington aso resultsin the state having the highest rate of businessclosings, according
to CFED. At the sametime, the Department of Revenue, likeall other government
agencies, isfacing continued external pressurefor downsizing. With current budget
congtraints, and pressureto reduce workforce level s, the agency isconstantly seeking
efficienciesin programsand activities. Theagency must manageincreasing workloads
and respons bilitieswith fewer resources.

ACCOUNTSCLOSED & ACCOUNTSOPENED

Year AccountsClosed AccountsOpened
1990 46,407 45,036
1991 45718 42,757
1992 44470 55,314
1993 61,607 71457
194 53,537 75,126
1995 55,386 76,675
19% 50452 50,222
1997 44,638 63,711
1998 46,436 49471
1999 45124 48520

Srategic BusinessPlan



Environmental Conditions and Trends

700,000 7
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Asthe Department entersthe new millennium, itisfaced with therapidly growing need
for more and better information, enhanced avail ability of information, and the ability to
processincreasing levelsof information. Gresater relianceisbeing placed on automation
and el ectronic meansof passing information between outsideand internal usersof
agency systems. Thiscreatesaneed to managetheinformation intermsof volume,
security, and integrity and at the sametime deal with privacy and legal consi derationsof
electronic mediaviathe use of Internet, Intranet and Ethernet technol ogy.

I nformation technol ogy enablestheintegration and management of information resources
to enabl e busi nesses and government to seize opportunitiesto bring “ added value” to
businessactivities. Thismay bethrough greater productivity, better quality of service, or
better decision-making.

Although automation improves service ddlivery, and createsopportunitiesfor greater
productivity and better information for decision-making, it isnot areplacement for
personal service. Many services provided to customerswould not be effective without
the human element. Thechallengefor the Department isto bal ance the use of technology
and all of itsbenefitswith the need for persona service.
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Technological issuescontinualy facethe agency intermsof cost benefit and choosing the
best approachesto handling businessactivities. Department customers makethismore
difficult by their increasing expectations and demands. Astaxpayersand other customers
become moretechnol ogically advanced, they expect the same of the Department. Thisis
compounded even morewith rapid changesin thetechnol ogical environment that make
thisadynamic decision-making environment.

National organizationssuch asthe Multi-state Tax Commission (MTC) andthe
Federation of Tax Administrators(FTA), dong with thefederal government, work to
build consistency intax gpplicationsnationally. At thefedera level, severd issueswith
potential impact to Washington are el ectronic commerce, various salesand usetax
proposals, and Interstate Commerce Clauserulingsand interpretations. Theseissuesare
of extremeimportanceto both the state and every local jurisdiction asthey may impact
current revenue sources used to fund public services.

Uniformity and smplification of salesand usetax, taxation of electronic and direct
marketer transactions, and coordinated reporting and audit activitiesa so continueto be
prominent at the state, regional and national levels.

Thepublicisincreasingly questioning therole of government and the servicesprovided.
Thereisastrong public perception that government operations could be moreefficient.
Thereisthe perceptionthat government istoo large, complex, intrusive, and wastes
money. Citizensare confused and frustrated by thevariouslevelsof government and the
regulationsthat each level imposeson their persona and businesslives. They areupset
about the amount of taxesand feesthey pay tofederal, state, and local governments.
Thisenvironment ispartialy fueled by thelack of knowledge regarding the services
provided with money from taxes. Washington State citizensare showing their frustration
by passing citizen- driveninitiativessuch as1-601 and I-695 that curtail state spending
and revenue collection.

Theincreasing number and complexity of tax lawsmakesit very difficult for taxpayersto
understand and comply with reporting requirements.

The state of Washington tax codewas originally adopted in 1935. Thiswasbefore
televisions, computers, and the Internet. The origina tax code does not addresstheway
businessisconducted intoday’senvironment. Therefore, each legidative session brings
amendmentsto theorigina tax codein an effort to address contemporary issues. This
Situation has contributed to the confusing tax structure.

Asaresult, businessesare more adamant about the Department taking aleading rolein
resolving issuesrelated to tax administration. They areaso asking for clear, conciserules
andingtructionsconcerning taxpayers' reporting and payment responsibilities.

Srategic BusinessPlan
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Taxpayersa so expect smplification of thetaxation process, especidly asit
relatesto:

¢ Easeoffiling
¢ Easeof payment
¢ Easeof understanding reporting requirements

Theproliferation of government has caused confusionfor citizensin determining which
local, state, or federa government agency they need to deal with on aparticular issue.
To respond to thisconfusion, government isreexamining rolesand theway businessis
conducted.

Washington citizensareasking for “ one stop shopping” for staterequired licensesand
“combined reporting” for payment of taxesto multi-agencies. Government at al levels
needsto increaseinteraction and cooperation to meet citizen expectations. They needto
work together to initiateinnovative waysto maintain and increaselevelsof public
sarvice, including criminal justice, transportation, socia services, privatization, and
taxation.

L ocal option salesand usetaxes haveincreased significantly in both number and type,
and continueto beasubstantial revenue sourcefor most local taxing jurisdictions. More
than 300 taxing jurisdictionsexist at thistime. New taxing jurisdictions continueto be
formed that create tax boundariesin nontraditiona ways. Theseincludevoting precincts
and community interests. Loca governmentswant more datafrom businessesto ensure
taxesaredistributed accurately and fairly. However, businessesindicate that accounting
for local tax, eveninitscurrent form, isvery costly.
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Theproperty tax isadministered through county governments. Some countiesare
experiencing funding dilemmasand may be having difficulty administering property taxes.

Local Businessand Occupation (B& O) taxesvary widely in termsof baseand rates
among taxing jurisdictionsand al so between local and state applications. Thebusiness
community findsit difficult to operatein multiplelocationsand properly account for
B& Otaxesineachjurisdiction.

WORKFORCE The Office of Fiscal Management (OFM) preparesaforecast of the Washington State
ISSUES L abor Force. Accordingto OFM, therewill beanumber of important changesinthe
labor force between now and 2020:

¢ Anincreaseinthe proportion of womeninthelabor force.

¢ Between 1990 and 2020, the number of Washington workersover age55is
projected to increase 196 percent, whileworkers' ages 16-54 will increaseonly 38
percent.

¢ Between 1990 and 2020, the non-white labor forcein Washingtonisprojected to
grow at an annual rate of 3.4 percent, compared to 1.5 percent growth of thetotal

n labor force. . .
Srategic BusinessPlan
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WORKFORCE Theability of the Department and government asawholeto competefor, andretaina

| SSUES qualified, diverseworkforce, depends on the ability to respond to worker
demographics, working environments, and quality of lifeissues. Thisisespecidly
pertinent because government will never be ableto competefor skilled workersthrough
matching pay levelswith the private sector. Tight labor marketsand lack of skilled
workersdemandscredtivity in deding withworkforceissues.

The Department must continueto provide high-qudity training for employeesand be
respons veto flexible employeework arrangements, among other employeeincentives,
to competein the current tight job market and to continue providing high qudity services
effectivdy.

Srategic BusinessPlan
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MAKE CONDUCTING BUSINESSASSIMPLE ASPOSSIBLE FOR OUR
CUSTOMERSAND EMPLOYEES

Years ago, the Department realized that the cheapest and best way to attain volun-
tary compliance wasthrough educational efforts. Since then, attention has continued
to befocused on providing taxpayerswith theinformation they need to fully under-
stand and comply with their tax reporting responsibilities. Enhanced forms, better
publications, workshops for new businesses and businesses |ocated out-of -state are
examples of methods used to reach out to taxpayers. Direct taxpayer assistanceis
accomplished through many efforts. Audits conducted by the agency allow for one-
on-oneass stance and education. Consultation visitsby the Audit Division and Un-
claimed Property Sectionalow for individualized assistance. In addition, the Department
maintainsseveral field officesstatewidethat allow for persond assstancewithregistra-
tion and compl etion of thetax return.

The Department al so providestoll-freetel ephone accessinto themaj or tax areas of the
agency. The Telephone Information Center, whichistheagency’ smaintoll-freelinefor
excisetaxes, offerselectronic servicesin addition to personal assistance. These services
include: Tax Express(aseriesof prerecorded information segments on varioustaxes),
Fax-On-Demand, and publication ordering. For taxpayersfiling their Combined Excise
Tax Return electronically, ahelp desk isstaffed to provide persona assistance.

A variety of Department informationisnow availableto taxpayersthrough the Internet,
including astart-up section for new businesses, agency publications, listsof agency
services, accessto rulesand laws, an unclaimed property database, abusinessrecord
database, and linksto other government organizations. The public can accessthe
Department’ sWeb page directly or through the state’ s portal — Access Washington.

The state population and the Department’ s customer base come from varying back-
grounds and cultures. Thisdiversity representsavariety of challengesthat need to
be addressed as a public service agency. The Department has aresponsibility to
ensure the communication and physical needs of our customersare met. To that end,
the Department’ s multilingual program provides servicesto thevisually, hearing
and speech impaired, aswell asto taxpayers who need foreign language assistance.
The Department a so continuesto ensure workshop facilitiesmeet the needs of disabled
employeesand customersasrequired by the Americanswith DisabilitiesAct.

A variety of efforts have been conducted by the agency to makefiling and payment of
taxeseas er. Theseeffortshaveranged from consolidating business and occupation tax
ratesto the devel opment of thesimplified return for taxpayerswho report and pay small
amountsof salestax. Theagency hasa so pursued tel efiling optionsfor timber and
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excisetax taxpayerswho need tofileareturn but have no businessactivity. Inthis
Situation, ataxpayer can call and clear their account from showing that thereisan
outstanding return.

Another significant effort wasthe change from all taxpayers needing to register and
fileareturn evenif they had no business activity to the current “active non-re-
porter” status. Thisstatusallowsabusinessto beregistered, but eiminatestherequire-
ment for filing areturn when reporting thresholdsare not met or there are no salestaxes
toremit.

In the payment arena, the Department has piloted the acceptance of debit cardsin
field offices and has expanded the use of el ectronic payments by ACH debit to
taxpayersfiling over the Internet.

TAX Recent examplesof tax smplification effortsincludesaquality team effort that looked at

SIMPLIFICATION SaesTax Exemption Certificates and streamlined the application process. Another effort
involved creating aschedul ethat taxpayers could useto cal culate their Small Business
Credit rather than computing the amount themsel ves. For local tax coding, the Depart-
ment ventured into the use of aGeographic Information Systemto providetaxpayersthe
ability tolook up addressesto determinethe proper ratefor charging local salestaxes.

During the past threelegidative sessions, tax smplification hasbeen an agency priority.
Among billspassed were: consolidation of Businessand Occupation Tax classfications
and rates, eimination of the Businessand Occupation Tax oninternal distributions,
elimination of Machinery and Equipment Tax reporting requirements, and anincreasein
theactive non-reporting Businessand Occupation Tax threshold. The agency will
continuetolook for smplification opportunitiesaspart of thelegidative request process.

TAXPAYER To enhancethe administrative appeal s process, the Department hasmade severa

APPEALS changesto speed up and simplify the process. For smaller amountsin disputewhereno
tax policy issueisin question, asmall claimsprocesswas set up to expedite determina-
tions. Timelinesfor hearing and rendering adecision on regular appealshavea so been
shortened and backlogs €liminated. One changethat contributed to the shortened
timelineswasan improvement to the appeal sdecision review processaong with modify-
ing criteriafor case publication.

The Department isal so conducting an 18-month study using Alternative Dispute Resol u-

tion (ADR). Itisnot intended to replace any current appeal s options or to becomethe
only, or eventhemost commonly used, aternativefor dispute resol ution. Mediation will

Srategic Business Plan
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GOAL:

TRAINING
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bethemaininitial focusof anagency ADR pilot. Most often, opportunitiesfor mediation
will arise curing the course of an Audit, or from excisetax appeal sthat have already
beenfiled with the AppesalsDivision.

DEVELOP,RECRUIT,RETAINAND VALUE AHIGH QUALITY, DIVERSE
WORKFORCE

The Department iscommitted to ongoing devel opment and training of employees. In
today’scomplex work environment, employeesneed to bewell trained to be effectivein
carrying out their job responsibilities. To assst inthiseffort, aDepartment training planis
prepared and published every 2 yearsto identify wheretrainingisneeded. The current
plan focuseson the knowledge, skillsand abilitiesthat employees need to be successful.

A training committee comprised of representativesfrom acrossthe agency meetsquar-
terly to discussand plan for training needs. Other committeesthat assist with employee
development, or that recommend specific training, includethe Committeeon Diversity,
the Quality Council, and the Safety Committee.

Training continuesto be arecognized priority for the Department. The continued
professiona development of agency staff isessential to operating efficiently and being
ableto recruit and retain awel lI-qualified workforce. Changesin job requirementsand
technology, and resulting impacts on everyday work responsibilities, create ongoing
training issuesfor the agency.

Employees complete atraining development plan every year. The planisreviewed
and updated during the performance eval uation process. Thisoffersboth the agency and
theemployeeafocusfor training that isbased on job responsibilitiesand individual
development.

Training provided by the agency includes: the use of quality toolsand quality team
facilitation, supervisory training, communication skills, leadership, diversity, sexual
harassment, management skills, and varioustechnology courses. To reduce costs, the
agency coordinates many in-housetraining efforts. Theseinclude computer training
specific to thetechnology and software used by the agency, many supervisory
training courses, cross-training which familiarizes new employees with various
agency functions, and new employee orientation. Technical training is coordinated
with each division to meet their unique needs.

The Human Resource Devel opment Library maintained by the agency containsbooks,
tapes, and videosfor employee use. Theagency also utilizesthe Washington Library
Network where possibleto expand employee accessto training resources.
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Career counsdling servicesareavailableto individual employeesthrough the Human
Resources Section. Tuition reimbursement, the mentoring program, core modulesfor
Washington Management Service employees, supervisory coremodules, and job
development and job rotation assignmentsall offer career development opportunities.

The Department exploresincentivesfor staff who obtain professional certification or
designation that enhance current job responsibilities. Property-specifictraining ispro-
vided for gppraisersand auditorsto attain professonal designations. Continuinglega
education is provided which supports maintenance of skill levelsamong agency legdl
staff, including maintenance of licensesto practicelaw. Continuing professiona education
isprovided to numerouscertified and licensed staff. Other continuing education supports
daff indifferent classficationsto maintain professonal licenses.

A diverseworkforceincorporates differencesin gender, race, age, ethnicity, religion,
physical or mental ability and sexua preference. To hel p promote an understanding of
these differences, the agency’sdiversity committeeisdedicated to ongoing effortsto
promote awareness of diversity and provide staff representation onissuesrelated to
diversty.

The health and safety of employeesisatop priority. The Department has devel oped
and implemented a Safety Plan. Thisplaniscontinually updated to ensure compli-
ance with OSHA/WISHA applicable state laws. Each field office has a safety
representative. The Safety Committee, alabor/management committee, reviewsand
makes recommendations regarding saf ety, and conductsinspections of work areas
and assigned vehicles. Trainingisprovided to employeesintheareasof first aid, defen-
sivedriving, letter bomb awareness and stress management to help create asafer work
environment. Theagency’swellnessprogram promotesoverall health and fitness.

Workplace assessments for employeeswith special needsare conducted, and where
indicated, adequate modifications and equipment are provided. Fecilitiesarein-
spected to ensure adequate safety measures arein place. These measuresinclude
safety buzzersat counter, back doorsto offices, and adequate lighting in parking lots.
Accessto cellular phonesisalso provided to staff onfield assignments.

The Department continuesto support job rotation and job devel opment assignments.
Flex-place arrangementsare utilized when both agency and employee needs can be met.
Flexibleworking hoursarea so availablewithin established limitswhen circumstances
alow for theflexibility. In addition, theagency alowsjob sharing and part-timeemploy-
ment opportunitieswhen feasible. Light duty assgnmentsareused to providerelief for
injured workers. Other programsthat support these activitiesinclude the Guaranteed
Ride and Ride Share programs, and bus/van pool reimbursement and the state agency
rider pass programin Thurston County. These programsal so support the commutetrip
reduction program.

Strategic Business Plan
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TheDepartment isactiveinitsrecruiting effortsto help ensuretheworkforcereflectsthe
diverse customer base. Employment opportunitiesare advertised in newspapers, trade
publications, and the Internet. The agency attendsjob fairs sponsored by universitiesand
community based organizationsand usesextensive networksto identify qualified candi-
dates.

The College Recruitment program, student interns, use of in-training designations, and
the Washington Management Serviceprogram dl assst in providing flexiblerecruitment
toolsto accessabroader pool of qualified candidates.

Department employeesare recognized for achievementsand contributionsthrough a
variety of forma andinforma programs. Severa recognition programsrely on nomina-
tionsfrom staff. Other moreformal ceremoniessuch asthe quarterly Quaity Recognition
program are organized to recogni ze specificindividua or team effortsresulting from
processimprovement efforts. Other formal recognition programsinclude theannua
agency-widerecognition program, and many divisionrecognition programs. Informal
recognition occursregularly withinwork groupsand offices.

Effective communication continuesto be apriority of the agency. Results of the
EmployeeAttitude survey continueto show that thisisan areathat needsimprovement.
Currently, severa strategiesarein placeto enhance communications. They include:
information posted onthelntranet, use of e-mail, phone communicationsincluding voice
mail, and staff meetings. Minutes of the Strategy Team meetingsareaso available.
Generd publicationsavailableto employeesinclude the Employee News, Quality
Newdletter, and the Hel pful Information Report. In thetax arena, employeeshave access
to pressreleases, Specia Notices, and pre-released copies of taxpayer publications.

In addition to the Safety and Training Committees, the 2054 Committeeisasoa
labor and management committee and is designed to collaborate on agency issues.

One of the primary tools used by the agency to obtain employee feedback isthe
Employee Satisfaction survey. Thissurvey isadministered every two years and asks
avariety of employment related questions. Responsesto the survey are made anony-
mously. The agency usestheinformation to gauge employee attitudes and expecta-
tions. To solicit feedback and ideas, employees are asked to participate in feedback
sessions and communicate directly with their supervisors. Employees are also

asked to participate on committeesthat areformed to specificaly addressissuesidenti-
fiedinthesurvey process.
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The Department wantsto ensure employees have thefacilities, supplies, and equipment
necessary to efficiently perform job responsibilities. The Department hasupgraded
severd of itsfacilitiesand continualy strivesto modernizework toolswith available
funds. Outside consultants are al so used to eval uate thework spacefor employeeswith
disabilitiesto assist in obtaining the necessary tool sto meet specific needs.

SEEK EFFICIENCIESAND IMPROVEMENTSIN AGENCY PROGRAMS

Thequality program continuesto bring awareness, efficiency, and productivity into many
areasof theagency’soperations. Trainingin quality toolsenablesemployeesto continue
to deploy thesetechniquesin resolving processissues and identify better waysof doing
business. Management and staff are encouraged to continue quality reviewsand learn
quality conceptsand toals.

Through continuousimprovement efforts, the agency has continued to provide excel lent
customer servicewhile managing increasing workloadsin an eraof decreasing re-
SOUrces.

The agency’s Quality Council providesaforum to discuss quality efforts, enhance
communications, and serve as an avenuefor thereview of quality suggestions.

Each quarter, theagency submitsimprovementsto the Governor’soffice. Severa of
theseimprovement i deas have been recogni zed in the Governor’s*“ Governing For
Results’ publication.

Reliance on technology to implement and improve business processes and increase
efficiency and effectiveness continuesto increase. The agency supportsand main-
tains systems and networksthat range from personal computers, to mainframe, to
local and wide area networks, to the use of Internet/Intranet. Applications supported
by the agency include small personal computer applicationsto very large tax pro-
cessing programs. More recently, the Department has begun using current technolo-
giessuch asaGeographic Information Systemfor loca tax coding, DataMining and
Warehousing for audit sel ection, and the Internet for the electronic filing and pay-
ment of the Combined Excise Tax Return. Other technol ogiesused by the agency
include document imaging and management systemsin variousdivisions, bar coding
of tax documents, and small effortsat using optical character reading for remittance
documents.

The Department has continued its ongoing effortsto improvethe ability to effi-
ciently processtax information. Focus has been placed on processing tax returns
and payments as quickly as possible once they reach the Department. A recent effort
was successfully undertaken allowing accessto images of theexcisetax returnto

Strategic Business Plan
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employeeswho work out-of-balancereturns. The agency’sreceivable systemwas
recently updated to improveefficiency and controls. A current effort that isunderway is
the conversion of the Standard Industrial Code structurethat identifiesacompany’stype
of businessactivity. These codes are being converted to the new national standard called
NAICS, theNorth American Industria Coding Structure.

Other effortswithin the agency that have been designed toimprove program administra-
tion include enhancementsto the Unclaimed Property program in the areas of aban-
doned property identification, claim processing, and alowing potentia claimantsto
submit their claimsover the Internet. In the Property Tax area, enhancements have been
madeto mapping functions, ratio devel opment, and the processing of exempt property
filesandinformation.

Organizationa efficiency hasbeen enhanced by hel ping to ensureline staff are spending
themajority of their time and energy on customer serviceand their job responsibilities.
One approach the agency hasused to achievethisgod isthe pursuit of better internal
adminigirative processes. These efforts haveincluded the devel opment of onlinetravel
reimbursement and training registration systems. To provide employeeseas er accessto
information, theuse of the Intranet hasgrown. Administrative policiesand procedures,
phonerogters, job announcements, and merit system rulesare examplesof information
maintained onthelntranet.

PROMOTE FAIRNESS, CONSISTENCY AND UNIFORMITY INTHE
DEVELOPMENT AND APPLICATION OF TAX LAW AND POLICY

The Department workswith the Governor’ s Office, thelegid ature, other state agencies,
local governments, andinterest groupsto help them devel op tax-related legidation.
Effortsinclude evaluation of proposas, bill drafting, and revenue and administrative cost
analysis. The Department draftslegidation the agency wantsto proposeand provides
informationto aid initsevaluation. On average, the Department tracks more than 400
legidativebillseach year that would effect the agency.

Internally, the L egidation and Policy Divison providesother divisonswithtechnica and
policy adviceontax issuesand in the gpplication of tax statuteand rules. Thiseffort
promotes consistency and correctness, particularly in complex and new areas.

The Department conductsan annual review of 25% of theagency’sadministrativerules,
tax bulletins, and policy memorandato determineif any should be updated, extensvely
rewritten, or repealed. An anaysisof theeconomicimpact of rulesonsmal businessis
also conducted, and if significant, rule changesto mitigate theimpact are suggested.
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The Department routinely workswith other statesand national organizationssuch asthe
Multi-State Tax Commission, Federation of Tax Administrators, Unclaimed Property
Tax Adminigtrators, and International Association of Assessing Officerson issuesof
national significance and to promotefairnessand ease of application of laws.

Some of themaj or i ssuesthe Department continuesto beinvolved with includetaxation
of commerceover thelnternet, gpportionment, uniform definitionsand reporting of sales
taxesin multiple states, and theideaof afederal salestax.

To assist taxpayersin understanding and paying the appropriate level of tax, theagency
continuesto target education activitiesto areaswhere confusi on or noncompliance
appearsto be highest or towherethetax law recently changed. Thetargeted education
isconducted through special notices, workshops, and speechesfor specificindustries.

Education materiasare devel oped and published by the Property Tax Divisonto
educate county assessors, apprai sersand membersof the Boards of Equalizationon
property taxation. Thishel psto ensure uniform treatment among the countiesfor admin-
istration, and standardi zation of appraisal methodol ogy. Workshopsand training sessions
areheld with county assessor and treasurer personnel to hel p ensureuniformity of the
state’s property tax system.

The Department conducts audits of taxpayer businessesto educate and inform them of
their tax obligations. To select companiesfor audit, random audit samplingsare used
based on adtratification by sizeand industry. Thisapproach providesindustry coverage
among firmsthat otherwisewould not be audited; helpsto ensure audit coverage
throughout multipleindustriesof al sizes; and generatesvaluableinformation for tax-
payer profiling and measuring voluntary compliance.

Improvementsto collection efforts haveincluded enhanced casereferral systems,
changesto thetaxpayer notification processfor outstanding delinquent returns, further
automation of receivables systems, and better tracking of tax discovery casework. With
theinvolvement of the Office of the Attorney Genera and itsBankruptcy and Crimina
Litigation Units, the Department pursues collectionsfrom businessesthat file bankruptcy,
or engageincrimind activity.

BUILD AND STRENGTHEN RELATIONSHIPSWITH OUR CUSTOMERS
The Department workswith avariety of government entitiesto carry out itsbusiness.
Each spring andfall, the Department partici patesin the BusinessInformation Workshops

incooperationwiththe Internal Revenue Service, and the Department’sof Licensing,
Employment Security, Labor and Industries, and Ecol ogy to ensure participants havefull

Strategic Business Plan
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information. The Department al so workswith the Small BusinessImprovement Council,
Business Assistance Center, the Associations of Citiesand Counties, and local jurisdic-
tionson tax issuesand to provideinformation and assistance. The agency also continues
towork withtheIndian Tribes ontax issuesthrough the Tribal Relations Team.

TheUnified Businessidentifier (UBI) committee continuesto meet toimprove services
to thebusinesscommunity. Thecommitteeiscurrently working with the participating
agencies(Department of Revenue, Labor & Industries, Employment Security, Secretary
of State, and Department of Licensing) on an Internet application for submitting the
Master Application.

Inthe property tax arena, effortsat facilitating i ntercounty communication continue. The
Department provides an accreditation and continuing education program for appraisers
and auditors. Assistanceisaso provided in the areas of levies, current use, boards of
equalization, property assessment, and complex appraisalsand audits.

The Department workswith avariety of associationsand customer groupsto enhance
the understanding of tax law and promote positiverelationships. Thesegroupsinclude
small businessfocusgroupsand trade organizations. The Department a so enjoysagood
working relationship with the American Bar Associ ation whose membersrepresent many
of thelarger taxpayers.

Tofurther sound tax policy, the Department provides assi stance and expertiseto various
effortsbeing conducted by the L egidature and the Governor’ s Office.

Several years ago, the Department sponsored |egislation that outlined taxpayer
rightsand responsibilities. Asaresult of the legislation, the Department created a
Taxpayer Rights Advocate position to provide taxpayers with an alternative route of
resolving issues and to help ensure awareness of their rights and responsibilities.
Information is provided to internal and external customers on proper appeal proce-
dures, or how to pursue tax issue resol ution through the advocate position.

The Department employs varioustechniques, including taxpayer surveys, that help
assessthevarying needsof customersand determine how efficiently and effectively the
Department operates. The Taxpayer Satisfaction survey isconducted every threeyears
and containsquestionsregarding all areas of the Department’ s operations. Feedback
fromthe survey isanalyzed and actionsaretaken to improvethe agency’soperations.

Othersmeansof soliciting input include having taxpayers participate on committeesto
resolve specificissuesor discusspolicy matters. Taxpayers have also been asked to
participate on focus groups and panel discussions. The Department a so conductsmore
focused surveystargeting specific activitiessuch asthe New Business Outreach



Current and Ongoing Initiatives

workshops. Mini surveysarea so administered in areas such asthe Telephone Informa-
tion Center to determine satisfaction level swith the particular service. Feedback isalso
obtained through the Internet by use of asurvey on the agency home page.

Mestingsand study effortshave a so been conducted with specificindustriesto discuss
tax issues of importance to them and gather ideasfor improvementsand possible

legidativeproposas.

The Department al so providesrepresentativesto meet with businessesconsidering
locating or expanding their businessin Washington. Theserepresentativeshelp determine
if thebusinessqualifiesfor any specia programsand assi st infurthering thebusiness
understanding of Washington'stax system.

The Department i s attempting to resol ve taxation i ssues between state and tribal govern-
mentsthrough negotiation. Following the spirit of the 1989 Centennia Accord, the
Department has been discussing cigarette tax agreementswith severd tribes. In addition,
the Department isreviewing all tax rules-pertaining to transactionsthat occur withinthe
boundariesof tribal reservations.

Strategic Business Plan



Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Make it easier for taxpayersto file and pay their taxes.

Alternative Use Tax Reporting and Payments

Taxpayers have cometo the Department asking for the ability to reducethe administrative
burdeninvolvedin paying usetax on purchases. They haverequested the ability to pay use
tax usng aformulary approach rather than examining each invoice provided by their ven-
dors. Asaresult, the Department’s Audit Division sponsored aquality teamto examinethis
issue.

Theresultsof thequdity team’seffortsindicatethat it isfeasiblefor the Department to offer
theformulaoption to paying usetaxesbut not the direct payment option for usetaxes.

Implement apilot program that all owsbusinessesto pay usetaxesbased onaformula
driven approach rather than actua vendor invoices. Evauatetheresultsof the pilot program
to assesswhether or not to put the program into practice.

Other states haveimplemented thispractice or have permitted direct pay payments.

Audit

Audit, Legidation and Policy, Taxpayer Account Administration

July 2000
June 2002
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Make it easier for taxpayersto file and pay their taxes.
Combined Filing with Employment Security and Labor and Industries

Currently, abusinessthat reportsto the Department of Revenue, the Department of Em-
ployment Security, and the Department of Labor and Industriesreceivesreturnsfromall
three agencies. The businessthen must compl ete each return separately, and fileand pay
each return to the respectivethree agencies.

The Department will participate with the Department of Labor and Industries, whichis
currently thelead agency, and Employment Security to study the potentia useof the Internet
to create acombined ectronic filing processfor al three agencies.

Thestudy isathree-phase study:

¢ Phaseoneisto create an online“Washington Tax Center” Web presence. Thiswill
likely beacommon link for agency applicationsto anew Access Washington \Web
page.

¢ Phasetwoisto assessthevalueand coststo businessesand the state. Thiswill include
theidentification of businessesthat have activity with two or moreof theagencies
participating inthisproject. Strategiesand processesfor gatheringinput fromthe
bus nesscommunity will be devel oped, and business expectationsand needsidentified.
At the conclusion of Phasetwo, ago/no go decisionwill be made.

¢ Phasethreeisto develop and implement significant enhancementsasidentified in phase
two. Thisphaseincludesthe devel opment, testing and roll out of the combinedfiling
goplication.

Taxpayer Account Adminigtration
Taxpayer Account Administration, Information Services, Taxpayer Services, Audit,

Compliance, Specia Programs

In-progress
June 2004
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY: Make it easier for taxpayersto file and pay their taxes.
INITIATIVE: Electronic Filing and Payment Matching Systems

BACKGROUND:  Toprovidecustomerswithabetter way tofileand pay their returnsaccurately and
conveniently, and increasetax process ng efficiency, the Department implemented an
Electronic Filing system (ELF). Theeffort wasdividedinto four phases. In phaseone, the
Department determined that customerswanted, and would use, electronicfiling. Phase
two confirmed that an electronic filing system could be built. In phasethreeasystemwas
developed and put into full-scal e production. The Department isnow at phasefour —
enhancementsto the current system.

Acceptance of alternativeformsof payment (credit card, eectronic check, etc.) iscritica
totheoverall successand acceptance of EL F and other electronic systems. Currently,
only ACH debit isallowed asapayment option with eectronic filing. However, staff is
currently working on the acceptance of acredit card that i s scheduled to beimplemented
inmid-2000. Enhancementsto the El ectronic Payment Management Systemwill dsobe
required to implement other payment optionsasthey are employed with current or new

filingoptions.

SOLUTION: Toincrease system usability by taxpayers, the Department needsto continuewith ELF
phasefour. Thiswill includeimplementation of the enhancement list that hasbeen as-
sembled asaresult of processreview and customer input. Mg or effortswill include, but
will not belimited to, theimplementation of credit cards, expansion of thetaxpayer
profilestoincludeadditional itemssuch asmanufacturing, and providing taxpayersthe
ability tofileannua returnsviaELF.

Continueto devel op the Electronic Payment Matching System to enabl e acceptance of
paymentsby credit cards, debit cards, and E-checks. Ultimately, the system should be
ableto accept, identify, and track electronic paymentsfrom multiple sourcesand for
multiplemethodsof filing. Thiswill include payment for returns, receivables, and multiple

tax types.
LEAD
DIVISION(S): Taxpayer Account Administration, Financial and Employee Services
PARTICIPATING
DIVISION(S): AllDividons
START DATE: In-progress

FINISH DATE: Ongoing

Srategic Business Plan



Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Make it easier for taxpayersto file and pay their taxes.
Electronic Funds Transfer for Partial Payments

Currently, when ataxpayer entersinto aPartial Payment Agreement (PPA) to pay their tax
liability, they haveto send or bring cash or checksto afield officelocation. They do not
havethe ability to makean electronic fundstransfer directly out of their checking account
whenmaking partia payments. Without thiscapability, there areincreased paymentsre-
ceivedinfield offices, increased handing of cash, defaultson checks, and inefficient adminis-
tration of taxpayer accounts.

Develop the capability for taxpayersto make partial paymentsontheir outstanding tax
ligbility directly fromtheir checking account to the Department’ sbank. Thiswill reducethe
number of paymentsreceived, logged, and processed in field offices, improve onthe default
rate of checks, reduce cash handling, and reduce the administration necessary for taxpayer
accounts.

Compliance
Compliance, Financia and Employee Services, Taxpayer Account Adminigtration, Informa-
tion Services

In-progress
January 2001
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Make it easier for taxpayersto file and pay their taxes.
Excise Tax Deduction Detail Smplification Study

Taxpayersare currently required to report an array of tax deductions on their Combined
Excise Tax Return. The Department usestheinformation when analyzing or researching tax
information for research purposes.

Reporting and tracking tax deductionsisburdensome. Many of the deductionsaredifficult
and costly for thetaxpayer to track. Frequently, thetaxpayer will forget toincludethe
deduction detail onthetax return. Thisnecessitatesareview of thetax return by an Excise
Tax Examiner who then contactsthetaxpayer to obtain theinformation.

Conduct astudy with the goal of simplifying or eliminating the requirementsfor report-
ing deduction detail on the Combined Excise Tax Return. Theeffort should focus on benefit-

ing both taxpayersand the Department by reducing thetime and money spent on reporting,
capturing, and maintaining theinformation.

Taxpayer Account Administration

Taxpayer Account Administration, Research, Audit, Compliance

September 2000
June 2001
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Make it easier for taxpayersto file and pay their taxes.
Telefiling

The 1998 Strategic Business Plan provided for the study of alternative payment andfiling
“methods’ including the use of thetel ephonefor filing and paying taxes. During thestudy,
the Department found that many stateshad a ready implemented thisfiling method with
tremendous success. Thel RS, the national lead on aternativefiling methods, hasal so been
successful with theimplementation of telfiling. Severd millionfedera taxpayersnow
annually usetdefiling. The study concluded with arecommendation that the Department
moveforward with implementation of atel efiling program. In addition, recent devel opments
that open up the option of payment by credit card now makestel efiling aviable program.

Implement tel efiling asafiling and payment option using telephone technol ogy.
Initialy, telefiling will be offered to those taxpayers wishing to usetelefiling for the
filing and payment of Sales Tax Remittancereturns. Oncetdefilingisimplementedfor this

return, the Department will study thefeas bility of expanding the program to other tax filings
or remittances.

Taxpayer Services
Taxpayer Services, Taxpayer Account Administration, Information Services, Financial

and Employee Services

In-progress
January 2001

Strategic Business Plan



Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Reduce taxpayer and agency administrative complications by simplifying tax laws
andrules.

Dedicated Taxes Study

Currently, the Department administersanumber of taxes dedi cated to funding specific
purposes, or state functions. These dedicated taxestend to beinconsistent in providing
revenue, difficult and costly for the Department to administer, and sometimesrai se congtitu-
tiona or other legal issues.

Conduct astudy that would examine and report on aternativetax structures, methods, or
processesthat could be utilized to restructure, combine or €iminate dedicated taxes. The
report generated by the study would provide aternative methods of taxationin order to
provide abroad-based source of revenuefor purposesthat were previousy obtained
through dedi cated taxes. Thereport would be used to advocate sound and efficient tax
adminigtration and possibly resultin agency request legidation.

Legidationand Policy

Legidation and Policy, Research, Taxpayer Account Administration, Audit, Information
Services, Taxpayer Services

August 2000
June 2001
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Reduce taxpayer and agency administrative complications by simplifying tax laws
andrules.

SadesTax Resdleand Exemption Administration

In Washington, thereisasal estax on the purchase of goodsfor consumption. However, if
goodsare being purchased with theintent to resell them, thisisconsidered awholesale
transaction and no salestax isapplicable. Itisup tothe seller to obtain aresale certificate
from the purchaser attesting that he or sheisgoing to usethe goodsin aresaletransaction.
Thisrelievesthe seller from collecting and remitting salestax onthe saleto the state where
purchased.

The paperwork associated with theresal e certificate and other salestax exemptionscan be
very complex, especidly if thebusinesssdllsits productsin severd stateswith salestax
requirementsthat have varying regulationsconcerning resale.

For over ayear, the Department has participated in the Northwest Regional Sales Tax Pilot
Project. Asaresult of thisinvolvement, the Department successfully put forth legidation
requiring the coordination of local salesand usetax changes. The Northwest Regiond Sales
Tax Pilot Project hasformed three new subcommitteesto study certainissues. Each sub-
committeeisco-chaired by abusinessrepresentative and agovernment representative. The
agency has been asked to co-chair asubcommitteeto study issuesrelated to salestax

resal e certificates and exemption processing. Oneof themgjor goal s of the sub-committee
isto reducethe complexitiesof administering resal e certificatesand other exemptionsfor
both taxpayersand the Department.

Taxpayer Services
Taxpayer Services, Executive, Legidationand Policy, Audit, Taxpayer Account Administra-

tion

In-progress

Ongoing
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

| dentify areas where taxpayer education is needed and provide targeted outreach and
assistance.

Targeted Education

Aspart of theagency’svoluntary compliance effortsover thelast several years, the Depart-
ment has conducted varioustargeted education effortsin an attempt to provide meaningful
assi stanceto industries needing more specificinformation. Thesetargeted effortshave
included specia noticesaddressing usetax issuesfor the hospitaity and hedlth services
industries, congtruction industry workshopsand The Construction Tax Guide, and manufac-
turing machinery and equipment exemption workshops.

Theresultsof the Department’ stargeted education eff orts show that taxpayersreceiving
targeted information aremorelikely to properly report their taxes.

With the ass stance of the Research Division, identify thoseindustriesthat would benefit
fromtargeted education. After identifying such industries, devel opindustry specificreporting
guides/reference materia sto provide reporting i nformation based on in-depth knowl edge of
industry business practi ces, accounting methods, audit procedures, and current tax policy.

Taxpayer Serviceswill exploreinnovativewaysinwhichto deliver futuretargeted education

efforts. Examplesinclude: videos, CDs, onlineguidesand tutorialsand greater use of the
| nternet to provideindustry-specificinformation.

Taxpayer Services

Taxpayer Services, Research, Audit, Compliance, Taxpayer Account Administration,
Legidationand Policy

July 2000
Ongoing
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Deliver enhanced service via the Internet considering security, accessibility, and
cost-effectiveness.

Electronic Agency RuleFiles

Since 1988, the agency hasbeen required by statuteto maintain afilefor eachruleit
proposesor adopts. Thesefilesmust beavailablefor publicinspection. Thefilesareto
contain al information used in the rulemaking processincluding al comments, petitions,
submissions, and requeststhat pertainto aparticular rule.

TheLegidationand Policy Division currently maintainstherulefilesand storestheminthree
largefilecabinets. Rulefileshave an indefiniteretention scheduleand are kept forever.
Public accesstothefilesisonly at thedivison’'sOlympiaofficeand thereforeisextremely
limited. A staff person using acopy machine must generate requested copiesof fileswhena
public request comesin. Thisisaninefficient and costly processdueto the use of staff time,
paper useand mailing codsts.

Imageall rulefilesand makethem avail ableeectronically to the public and agency staff.

Legidationand Policy

Legidationand Policy, Information Services

July 2000
June2001
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:

INITIATIVE:

BACKGROUND:

Deliver enhanced service via the Internet considering security, accessibility, and
cost-effectiveness.

Geographic Information System

The Department of Revenue currently collectsand administersmorethan $1.5 billionin
local taxesfor over 340 taxing jurisdictions. Thisincludescities, counties, publictransit
benefit areas, and the Regional Transit Authority. Toidentify and distributethelocal tax
revenue back to the proper jurisdiction, the Department requires businessesto codelocal
sdlesand usetaxesby taxing jurisdiction.

Theerror ratewhen coding local taxes can be ashigh as 30% for some businesses. The
higherror rateisthat thelocal coding structuresare complex and difficult to apply correctly,
especialy when businesses sall goodsand servicesat multiplelocations. Thissituationis
made even more complex because of overlapping taxing jurisdictionsand more frequent tax
jurisdiction boundary changes dueto annexationsand incorporations.

Inan effort to addressthis problem, the Department devel oped thefirst Geographic Infor-
mation System (GIS) inthe nation to be used specifically for excisetax purposes. In Phase
oneof the GI S project, the Department devel oped an Internet application for alook up
tableand amap. Users can now accessthe application on the Department’s I nternet web
siteto obtain the correct tax code and tax ratefor specific locations. Users can also down-
load information on the boundaries of different tax jurisdictionsor addressdata. For ex-
ample, auser can download all the addresses, tax codes, and tax ratesfor acounty or
group of counties.

However, there are some challengesthat must be addressed if GISisto continueto meet
the needsof users. Currently, not all addressesentered into the gpplication get amatch. This
problem resultsfrom userstypingintheir addressincorrectly, typing theaddresswitha
format that the GI S does not recogni ze, or usingaP.O. Box or Rura Route address. When
thishappens, the Internet directsthe user to contact the Department for assistance.

Businesses, such astelephone companies, do businessin multiplejurisdictionsand facethe
challengeof correctly coding each account. They would liketo integratethe Gl Stabular
datainto their billing systems so that the billing addresswoul d be correctly coded. In order
to dothis, an application needsto bewritten that allows communication between their
systemsand the Department’s GI Sweb server. The Department hasdeveloped aninitia
proof of concept but it needsto be designed and devel oped to meet long term needs.

Srategic Business Plan



Make Conducting Business as Simple as Possible

for our Customers and Employees (continued)

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Implement Phasetwo consigting of thefollowinginitiatives:.

1. Develop an application for the Gl Sthat will guaranteethat the systemwill return atax
code and tax rateto the user evenif the system did not find an exact match on their address.
Thisapplication will incorporate user interaction andinternal computer logictolink the
database |ookup and the map and match the addressto thetax rate and tax code.

2. Work cooperatively with volunteer businessesthat havebillingsin multiplejurisdictions
onamonthly basis, suchasAT& T Wirelessor |easing companies, to design, devel op and

test abusiness application that the Department will develop. The option will then be offered
to businessesviathelnternet.

Taxpayer Account Administration

Taxpayer Account Administration, Information Services

In-progress
June 2005
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Deliver enhanced service via the Internet considering security, accessibility, and
cost-effectiveness.

Interactive, Fill-in Forms

The Department’ s shift towards a paperlessenvironment hasresulted in the devel opment of
anumber of eectronic systems, such asElectronic Filing, Integrated Document Systems, the
OnlineTraining System, etc. In addition, the Department devel oped the E-Forms Reposi-
tory asapart of the July 1998 - June 2005 Strategic Business Plan. Formscurrently
resdinginthe E-FormsRepository arein Microsoft template format and havelimited online
capabilities. Limitationsincludeaninability for “inteligent” programming and alack of user
friendly featuresfor both the devel oper and user. In addition, processing problemsoccur
because diverse print-driverscan causetheinformation to* shift” on the page.

Devedop andimplement aninteractive, fill-inform program all owing taxpayersand empl oy-

eesan aternativemethod for completing agency forms. Thisinitiative buildsonthe current
Electronic FormsRepository project.

Taxpayer Services

All Divisons

In-progress
March 2001
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:
LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Deliver enhanced service via the Internet considering security, accessibility, and
cost-effectiveness.

Internet Excise Tax Database Query

The Research Division has devel oped an excisetax databasewith query capabilitiesonthe
agency’sIntranet. Thissite providesinformation to employeesthat isnot available, or only
partially available, from other Department of Revenue sources. Theexcisetax database
containslocal salesand usetax, businessand occupation tax, and stateretail salestax data.
By using the query toolsprovided, users may create aggregated tax information by any
combination of SIC and locationinformation that isrel easableto the public.

Although most of the Department’ sstatistical publicationsare on thelnternet, the public
does not have the same query capabilities asagency employees. The public now hasto
contact the Research Division for compiling datainto individuaized reports.

Build an Internet excisetax database with query capabilitiesthat alowsthe generd public
accessto disclosabletax data.

Rescarch

Rescarch, Information Services

July 2000
October 2000
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Deliver enhanced service via the Internet considering security, accessibility, and
cost-effectiveness.

Web Site Evaluation for Optima Utilization

The Department’sInternet Web siteisavital communi cation and businesstool . Use of the
Internet hasthe potential to becomean even greater information resource and vehicleto
provide greater serviceto taxpayersand employees. Sincetheinitial launch, usehasgrown
from about 3,000 hitsto gpproximately 1.1 million hitseach month. During the past five
years, 6,000 pages of information have been posted along with several complex applica
tionsin an attempt to meet the demand for onlineinformation and services.

Theexponential growth of the Internet has created both an opportunity and achallengeto
meet public, taxpayer, and employee expectationsfor information and servicedelivery. The
agency believesfully expanding theuse of the Internet will maximize agency resources.

A group of employeesiscurrently reviewing thefollowing: information provided through the
Internet Web Site, users' ability to accessinformation, processesfor on-going maintenance,
and surveying to determineusers needs.

Based on the group’ sfindingsand recommendationsto the Internet Coordinators Team,
severa enhancementsto the agency’sWeb sitewill be madeto meet taxpayers and em-
ployees needs, andtofully usethelnternet’s capabilities. Some of the enhancements may
include: providing industry-specificinformationwith oneclick of themouse, creating online
tutorids, providing industry-specific reference guides, adding job bulletins, and providing
formsinthe*fill-in” format.

Taxpayer Services, Information Services

All Divisons

In-progress
On-going
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Make Conducting Business as Simple as Possible

for our Customers and Employees

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
END DATE:

Improve taxpayers understanding of tax reporting responsibilities.
Rule Writing and Review

Sincether inceptionintheearly 1900s, tax lawsand ruleshave becomeincreasingly
complex. Over time, the tax laws have been amended and re-amended numeroustimes
and haveresulted in ahard to understand tax code. The Department iscommitted towriting
clear, concise, and easy to understand rules based on statute.

To enhance the clarity of rules, the Department will:

(1) Requireacourseinclear rulewriting for saff with significant rulewriting respons bility to
be taken by December 2000.

(2) Revisethe Administrative Rule Writer’s Manual for increased emphasis on stan-
dard formats, structuresthat assist understanding, and best use of examples.

(3) Pilot review of seven draft excisetax and seven draft property tax rulesby apanel
selected for writing review rather than tax application expertise. Thisreview would bein
additiontoal regular rulereviewsnow undertaken.

Legislation and Policy

Various

July 2000
June 2001
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Develop, Recruit, Retain and Value a

High Quality, Diverse Workforce

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Improve retention of qualified staff.
Employee Turnover

Employerscontinueto wrestlewith high attritionin abooming economy, asturnover rates
haveclimbedtotheir highest levelsin 20 years. The national averagerate of turnover for the
third quarter of 1999 exceeded 12%. (Source Bureau of Nationa Affairs, Inc.)

Lossof qualified, high performance staff reducesoverall productivity because of coststo
recruit, hire, and train new staff. Thisisparticularly acutein the case of speciadizedfieldsand
situationsin which an employee has speciaized knowledge about aprogram, technica
computer area, etc.

Unemployment isat a25 year low. Competition for skilled human resource capital isintense
intoday’sjob market, increasing thedifficulty of finding and attracting qualified steff at state
pay ratesand benefits.

| dentify reasonsfor turnover and take actionsto improve employeeretention by:

¢ Increasing effortsrelated to programsthat have been shown by research to promote
employeeretention.

¢ ldentifying and addressing specific e ementswithin the Department that contributeto
unnecessary turnover.

¢ Enhancing the Department asan employer of choice by increasing supervisory and
manageria knowledge and capacity rel ated to human resource management.

¢ Maximizing anemployee-friendly, flexiblework environment within the Department to
enhanceretention.

Financiad and Employee Services

All Divisons

July 2000
June 2002
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Develop, Recruit, Retain and Value a

High Quality, Diverse Workforce

STRATEGY: Increase the number of highly qualified and diver se candidates within the applicant
pool.
INITIATIVE: Qualified and Diverse Candidate Recruitment

BACKGROUND:  Artificial barriers may exist that reduce the ability of qualified candidates to apply and
be appointed to positionswithin the Department of Revenue. Thesebarriersmay relateto
minimum job quaifications, recruitment, testing, screening, job structureor other employ-
ment related conditions. Barriersmay a so exist based on the basis of predominant organi-
zational cultureor traditional civil service processesor proceduresthat do not havea
relationship to successful accomplishment of job responsbilities. Thesebarriersreduce
opportunitiestoincreasediversity.

SOLUTIONS: Expand the candidate pool numbersand diversity of job candidates by taking the
following actions:

¢ Review minimum qualificationsto ensurethey actually represent minimum thresh-

olds needed for successful job performance. Revise minimum qualifications or

establish desired qualifications as appropriate.

Assess test validity and modify testing process as appropriate.

Train supervisors on objectiveinterviewing and hiring techniques.

¢ Assessfurther use of college recruitment program, collegeinternships, and in-
training appointmentsto facilitate appointment of diverse candidatesinto

L R 4

underrepresented areas.
LEAD
DIVISION(S): Financial and Employee Services
PARTICIPATING
DIVISION(S): All Divisions
START DATE: January 2001
FINISH DATE: December 2001
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Develop, Recruit, Retain and Value a

High Quality, Diverse Workforce

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Expand employees’ skills and knowledge through an array of training and devel op-
mental opportunities.

Alternative Training Methodologies

Thepace of changeintoday’swork world drivesaneed for continuouslearning and
development by employees. Yet, increasing work demandsmakeit moredifficult for
employeesto beaway fromwork to attend traditional classroom training. The opportunity
existsto addressthissituation by making aternativetraining optionsavailableto employees
that can be accessed at their worksite and used when convenient.

Thereareseverd training optionsthe Department should consider. Thefollowing areactions
theagency will assessin order to moveforward with innovativetraining for saff:

¢ ldentify aternativetraining and developmental methodol ogiesnow available(e.g.
Internet based, CD ROM, satellite download).

¢ Determinethe usability of methodol ogieswithin the Department’ scurrent technological
infragtructure.

¢ Assessthecostsand benefitsthat would be assumed by technological infrastructure
upgradethat would facilitate the use of advanced methodologies.

¢ Work with the Department of Personnel and the Department of Information Services
(DI1S) to accessand utilize avail able and devel oping dternative training methodol ogies
(e.g. SmartForcethrough DIS).

Financiad and Employee Services

Financia and Employee Services, Information Services

September 2000
September 2001

Srategic Business Plan



Develop, Recruit, Retain and Value a

High Quality, Diverse Workforce

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTIONS:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Expand employees’ skills and knowledge through an array of training and devel op-
mental opportunities.

Effective Supervisory Management

Effective management of staff at dl levelsof supervision contributesto productivity, em-
ployee morale, decreased turnover, and decreased liability risksfrom personnel related
adminidrativeactionsand lawsuits. I ncreased service demandsin afast changing environ-
ment with declining staffing level s placesanew premium andincreased demandson effec-
tivesupervisoninorder to promote productivity and employee morale. According to
research conducted by Harvard Business Review, discontent with supervision and manage-
ment istheleading cause of employeeturnover. Personnel litigationisincreasing involume
and costsaccording to the Washington L abor L etter.

Historically, the Department hastried to ensure supervisorshavetheability to effectively
carry out theresponsibilitiesof their positions. Theserespong bilitiesinclude hiring, manag-
ing, leading, coaching, and developing staff aswell asthe ability to addressand correct staff
performance problems. However, evenwith previousefforts, emphasison supervisory skills
continuesto beapriority. A consolidation of META 360 eva uationsfor Department
supervisorswho havetaken theinstrument over thelast five yearsindicatesgeneral weak-
nessesinseverd areas. Theseinclude guidance, coaching, and evauation. Ensuring the
achievement and exercise of these key supervisory actionsrequires accountability and
recognition for performance.

To enhance supervisor’ seffectiveness, the Department will takethefollowing actions:

¢ Implement Employee Development and Performance Plan training asoneof the

Department’ ssupervisory modules;

Egtablisha“hiring practices’ class,

Promotetraining for supervisorsoninformal recognition practices,

Promote use of the META 360 program,

Establish desired core of supervisory training/devel opment actionsand arecognition

processfor supervisorswho completethiscoretraining; and,

¢ Establish general Supervisory Standardsand Expectationsto be used in eval uation of
supervisory staff.

® & o o

Financiad and Employee Services

All Divisons

July 2000
September 2001

Strategic Business Plan



Develop, Recruit, Retain and Vvalue a

High Quality, Diverse Workforce

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Upgrade the workplace environment in order to foster productivity, creativity, and
innovation.

Workplace Environment

Research demonstratesthat employeesare most productivein aworkplacethat provides
themwith thetool s necessary to do their jobs, and in meets physical, social, and personal
needs. Maximizing the utilization of avail ableresourcesto achievethisenvironment increases
productivity and contributesto employeeretention.

Toimprovetheagency’ sworkplace environment, the Department will takethefollowing

actions

¢ ldentify performance obstaclesrepresented by lack of proper equipment and software
and develop prioritized acquisition and distribution plans.

¢ Assessopportunitiesto improvethe physical appearance of workplace surroundings
and create an atmosphere of professionalism that reflectsahigh quality organization.

¢ Conduct an ergonomic assessment of employeeworkstationswhere needed and
implement measuresthat will reduce workplaceinjuriesand promote productivity.

Financia and Employee Services

All Divisons

January 2001
June 2002

Srategic Business Plan
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Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:

FINISH DATE:

Improve the timeliness of processing excise tax related data and infor mation.
Excise Tax Return Data Capture

Theagency hasaprocessing and datacapturegoal of “48 and 10.” Thismeansthat all
excisetax return data be captured within 48 hours of receipt and al correctionsmadewithin
ten working days. Although the agency hasmade great stridestoward meeting thisgoal, the
Department isnot yet there.

Most returnsarereceived by Taxpayer Account Administration as paper documents, which
arebatched, prepped, scanned, and delivered to Data Entry at aseparate building location
for keying dataonto the Tandem system. Currently, certainindexing datafor tax returnsis
captured by barcode technology with someintegration of that datato the Tandem system
with ahigh degree of accuracy. Inaddition, limited Optica Character Recognition (OCR)
technology isbeing utilized in the data capture of Remittance Memorandum Documents.

Outstanding issues surrounding the use of paper documentsto capturedatainclude:

¢ staffing resourcesto transport and receive the paper documents between thetwo
locations,

¢ potentia lossof documentsduring physical transportation, and

¢ degradation of the paper documentsmakesit hard to read, creating input errors.

PHASE ONE: Look at ahilities, reliability, and costs associated with the various data
capturetechnologies. Comparetheresultsfrom the study with current processesor other
aternative processes. Thestudy will include:

¢ Review of DataEntry’scurrent processof capturing datafrom paper documents.
¢ Useof automatic data capturetechnol ogies such as OCR/ICR and 2-D Barcoding.

PHASE TWO: Implement theresultsof the study.

Taxpayer Account Adminitration

Taxpayer Account Administration, Information Services, Financiad & Employee Services,
Taxpayer Services, Compliance, Audit

Phase one—July 2000
Phasetwo — January 2001
Phase one— December 2000
Phasetwo—December 2001

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY: Improve the time in which payment of full tax liability is received.
INITIATIVE: Audit Assessment Tracking System

BACKGROUND:  Currently, agency systemsdo not allow userstheability to track the ultimate disposition
of al audit assessments. Information that should betracked includestheissuance of the
assessment, subsequent adjustments, collection, movement through the appeal s process,
andfina payment. Accessto thisinformationwould helpimproveaudit selectionand
measurevoluntary compliance.

SOLUTION: Create an audit assessment tracking systemto follow auditsfromissuanceto fina collec-
tion. Thesystemwould provideinformationto:

¢ enhanceaudit selection,
¢ edtimatecashflow, and
+ viewa“pointintime’ aging of accountsreceivablefor all assessments.

LEAD
DIVISION(S): Audit

PARTICIPATING
DIVISION(S): Audit, Research, Financia and Employee Services, Information Services, Taxpayer
Account Administration, Compliance, Appeals

START DATE: In-progress
FINISH DATE: June 2001

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Improve the time in which payment of full tax liability is received.
Estimated Tax Assessment Process Study

A written determination by the A ppeal s Division caused the Compliance Divisontoreview
the process associated with i ssuance of estimated tax warrants. Thereview noted that when
ataxpayer failsor refusestofileatax return, the Department must i ssue an assessment with
aduedate 30 daysfrom the date of issuance. Thereview also noted the Department must
wait 15 daysafter any fee, tax, or penalty becomesdue before atax warrant can beissued.
Thereview concluded that estimated warrantsdid not follow the statutes. The compliance
assessment wasthen created with the result being the addition of 45 daysto the collection
process. Thisdelaysthetimeinwhichfull payment of thetax liability isreceived and ad-
versaly impactsthereduction of receivables.

Conduct astudy of the assessment processfor estimating tax returns by the Compliance
Division. Specificaly, thestudy will look at thefollowing areas:

¢ Potentia legidative changesto enhancethe collection of statereceivablesand deter tax
loss, such asshortening thethirty day duedatefor compliance assessmentsor eimina
tion of the current assessment requirement.

¢ Expanded use of jeopardy assessments.

¢ Earlier and/or automated i ssuance of compliance assessments.

Compliance, Taxpayer Account Administration

Compliance, Attorney General, L egidativeand Policy, Specia Programs, Taxpayer
Account Adminigtration

July 2000
September 2000

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEADDIVISION:

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Enhance management information to enable more informed decision making by
agency management.

Financid Information System

Management needs current, accurateinformation to effectively managetheir programsand
the agency. The Financia Management Office also needs quick accessto accurateinforma
tionto ass st management and respond to inquiriesfor information. With better toolsto plan,
develop and track budget information, the Financial M anagement Section and agency
management can moreeffectively plan, alocate, and utilize agency resources.

Previouseffortstoimprovefinancia systemsincludethe development of the online budget
satussystem, onlinetravel reimbursement system, interface of tax refund systemswith the
satewidefinancia system, and placement of division performance measuresontheloca
areanetwork.

Future possibilitiesfor improved systemsinclude:

¢ cregtion of aninteractive environment for divisionsto prepare budget and alotment
informeation with thebudget office;

¢ adynamicsaary projection system accessibleby al divisions,

¢ theprovisonof timely revenue estimate and collection information inausableformat;
and

¢ easy accessto statistical financial information and other performance measures.

Continued automation of financia systemsal so supportsthe possible migration to agency-
based financia systemsthat feed summary information into statewide systemsfor financia
reporting, cash management and control.

Re-eva uate management prioritiesfor enhancing financia systemsandinformation withinthe
agency. Onceprioritiesareidentified, determineanimplementation strategy and begin
development on aproject by project basis.

Financia & Employee Services

All Divisons

October 2000
June 2005

Strategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Enhance business infor mation to enable more informed decision making by agency
management.

DataWarehouse, Mining, and Query

Businessintdligenceistheuse of information produced by and captured within business
processesto enhancethe operations of the business. BusinessIntel ligence describesthe
organization’sability to access, explore and anayzeinformation contained in adataware-
houseto developinsightsand understanding. Thisleadsto moreinformed decision making
process.

Theagency initiated adatawarehousing and mining study inthefal of 1999. Asaninitid
step, astudy team undertook ademonstration pilot to fully understand and evaluatethe
usefulnessof Businessintdligencetechnology. Aspart of thepilot, Information Services
staff created asmall datamart. The pilot project then focused on the devel opment of
aternativeaudit selection criteriato demonstrate enhanced predictive capabilitiesthrough
theuse of sophi gticated datamining software. Whilethe primary focuswasonthemining
effortsby Research staff, agroup of end usersfrom other divisonsalso utilized the data
mart to evaluate the use of query and reporting toolsthat will allow for more efficient access
to and analysisof businessdata.

M ake an agency commitment to information-driven decisions. Develop an agency-wide
datawarehouse. Acquire appropriatefront-end toolsfor mining, querying, and anaysis.
Train peopleinther useand understanding of data.

Audit, Research, Information Services

All Divisons

September 2000
July 2005
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Seek Efficiencies and Improvements

in Agency Programs

STRATEGY: Enhance organization efficiency through process improvements of existing systems.
INITIATIVE: Alternative Audit Method - Managed Audits

BACKGROUND:  Theprocessof conducting anaudit of businessrecordsis, by itsvery nature, intrusveona
business activities. The Audit Divisioniscommitted to reducing thisimpact on businesses,
whiledtill providing education on proper reporting to enhance voluntary reporting and
payment of taxes. A quality team, sponsored by the Audit Division, hasbeenreviewing
aternative audit methodsto help achieve these goas. Onerecommendation that came out
of thisreview wasthe concept of a“managed” audit.

The concept behind amanaged audit programisto offer sel ected busi nesses an opportunity
to conduct all or aportion of theaudit of their business. The businesswill begiveninstruc-
tions on what needsto be examined and how the results need to be presented to aDepart-
ment auditor. Thebusinesswill then have aspecified period of timeto conduct the audit
according to their own schedule. Whenthebusiness' work iscompl ete, the agency auditor
will thenreview thework for accuracy. For participating in thiseffort the bus nesswill have
up to $5,000 of interest waived that would apply to any resulting tax assessment.

SOLUTION: Conduct “ managed audits’ asappropriateto reduce the amount of timean auditor is
present at abusi ness|ocation and to get thebusiness' employeesmoreinvolved sothey will
fully understand their reporting requirements.

LEAD

DIVISION(S): Audit
PARTICIPATING

DIVISION(S): Audit, Research
START DATE: July 2000

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Srategic Business Plan

Enhance organization efficiency through process improvements of existing systems.
Centrally Assessed Property System

TheUtilitiesProgramisrespons blefor the unitary va uation of nationa andinternationa
corporationsand theallocation of thoseva uesto each taxing district. A significant amount
of datamust beinitially submitted by the companiesto alow for adequate va uation analysis.
Even moreinformationistransferred back and forthin determining thealocation of valueto
each of morethan 3,000 taxing digtricts statewide. The Utility Section hasbeeninvolved
with Information Servicesin the development of aCentrally Assessed Property System
(CAPS) for morethan eight years.

The project beganintheearly 1990s. During Phase one, many changeswere madeto the
old systemincluding: old languages upgraded to contemporary languages, reporting and
queuing functionsexpanded, andimproved fileand printer sharing throughthelocal area
network. Phasetwo of the project cons sted of several monthsof full testing beforefinal
implementation. Phasethreerepresentsthefina, and most significant implementation phase
fromthe perspective of taxpayer usefulness. Failureto complete and implement thisphase
will leavethe programwith aninterna processinamore current softwareplatformthanin
the past (PC-based rather than IBM mainframe) but without the efficienciesand conve-
nience characteristicsthat were part of the original intent morethan eight yearsago.

Compl ete Phasethree of the CAPS project. Thethree e ementsof thisphaseinclude:

¢ Link existing val uation databasesto el ectronic mapsto create aGeographic | nformation
Sysem (GIS);

¢ Providelnternet interface capabilities between the Department and taxpayers; and

¢ Buildasystemthat alowsfor enhancementsand software upgrades.

When complete, the programwill alow vauations of centrally assessed propertiesto be
submitted and all ocated to tax code areas statewide. The Department will have searchand
identification capabilitiesfor information on each company’sva uesby taxing codedistrict
that far exceed current manual capabilitiesin both accuracy and responsetimes. Companies
will beableto submit annual information e ectronicaly which will bemoreefficient for them
and for the Department.

Property Tax

Property Tax, Information Systems

In-progress
July 2001



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY: Enhance organization efficiency through process improvements of existing systems.
INITIATIVE: Financia and Employee ServicesDocument Storageand Retrieval

BACKGROUND:  TheFinancid and Employee Services Divison engagesin variousadminigrativefunctions
that involve processing and retention of large amountsof paper. Thefollowing priority list
identifiestheareaswhere utilization of imaging technology could reducethetime spent
copying, filing and retrieving information contained on paper documents. They are: payrall
files, personne files(including grievance, affirmative action, accommodation, L& | and
medical files), contracts, print requests, |eases, personnel appedls, property taxesreceiv-
ables, tax refunds, and mi scellaneous Offi ce Services, Cash Management, Employee
Servicesand Financid Management files.

SOLUTION: Anayzeand prioritize Financia and Employee Servicesdocument retention and retrieval
needsand implement imaging technology. The priority of implementation will consder
efficiency gains, ease of implementation, customer service, and other relevant factors.

LEAD

DIVISION: Financiad and Employee Services
PARTICIPATING

DIVISION(S): Financiad and Employee Services
START DATE: January 2001

FINISH DATE: December 2002

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Enhance organization efficiency through process improvements of existing systems.
| nformation Services Support Systems

Thelnformation ServicesDivision hasidentified interna system devel opment needsto
improveefficiency, reducecosts, or assstin service delivery to customers. Current affing
levelsinthedivision do not alow for the devel opment of these additiond efforts.

Thesystemsidentified and prioritized for development or improvement include:

1) aServiceRequest/System Administrator System to provide abetter management tool
for programming prioritiesand planning;

2) aTapelnventory Tracking Systemto better locate and recycle tapesand to support
retention schedules,

3) aRunbook and Scheduling Systemin support of Production Control activities,;

4) anInformation Services Resource Systemto centralizeinformation needed by both new
and current employees,

5) aWork Order System that tracks agency-widework order requests; and

6) aProduction Quality Error (PQE) Report System used for tracking computer process-
ingerrors.

Provide programming time and staff towriteinterna support systemsfor thelnformation

ServicesDivision. These systems can help reduce duplicated efforts, reduce error ratesinal
aress, increase efficiency of staff time and effort, and provide better and more accurate

management information.

Information Services

All Divisons

July 2000
June 2005

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:
LEAD
DIVISION:

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Enhance organization efficiency through process improvements of existing systems.
L egidation and Policy Document Management System

TheL egidativeand Policy Divisionroutinely respondsto taxpayer and legidative corre-
spondence. The correspondenceistypically received from Executive, but, may alsobe
received directly.

Incoming correspondenceismanually logged for tracking purposeswhen received and
when aresponseismailed. Thisprocessdoesnot cover e-mail requests unlesstherecipient
specifically makesarequest tothedivison'sadministrativeassistant tologitin.

Thecurrent “ manual” tracking system for the correspondenceis cumbersome and incom-
plete. Thereisaneed to update the system to ensure: (1) responsesare madein atimely
manner; and (2) employeeshave accessto theinformation.

Thereisno work management system in placeto allow usersto have simultaneous
accessto documents, provide efficient tracking to determine the status of the correspon-
denceat any pointintime, or providetheability for other divisionsto easily accessfinalized
documents.

Implement system to image taxpayer and | egidl ative correspondence and managethe
workflow to meet the needs of the L egislation and Policy Division.

Legislation and Policy

Legidationand Policy, Financia and Employee Services, Taxpayer Services

July 2000
June 2001

Strategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Enhance organization efficiency through process improvements of existing systems.
PC ApplicationsUpdate

Theagency isusing PC applicationsto administer many program functionsand activities.
Severa of these gpplicationswerewritten yearsago using, what isnow considered, out-
dated technology. Information Servicesiscurrently supporting 25 applicationsthat are
writtenineither RBASE, DBASE, Paradox DOS 3.5, Paradox Win 4.5, Perform Pro or
ProFile2.0. Thereare 12 applicationswrittenin old versions of Word, Accessand Visual
Basicthat need to be updated. Each applicationwritten in outdated technol ogy requiresthe
Information Services Division usetheold technology in order to respond to production
problemsand/or program required enhancements. To use staff inthe most efficient manner
possi ble and to reduce the number of technol ogies supported, al applicationswrittenin
outdated technol ogy need to berewrittenin current, standard software.

Convert old PC applicationsto software currently supported by the Information Ser-
vicesstaff. Thiswould decreasethe number of skill setsrequired, allowing moreflexibility in
using staff to support the Agency’ssystems. Thiswill increaselevelsof support and backup
because of the standardization to uniform development tools. Trainingtimeisaso minimized
because only the application would need to belearned, not awhol e new software language.
Thiseffort would decrease the number of platforms/technol ogiesthat Information Servicesis
required to support and would provide cons stency and standardi zation in thelanguages
used to devel op applications.

I nformation Services

All Divisions

In-progress
June 2002
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Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION(S):

LEAD
DIVISION:

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Enhance organizational efficiency through process improvements of existing systems.
Personnel System and Process Redesign

Theagency’sPersonnel System does not currently meet the needs of the management or
employees. Sinceitsinception, new requirementsand regul ations have been introduced in
the personnel and payroll environment. The systemisalso being used asthe magjor source of
employeeinformationto run other systemsintheagency. These systemsincludethetravel
system, automated training registration system, security system, and others. Theintegration
of systems, dong with thefact the current system cannot handle current needs, createsthe
need for acompl eterewrite of the existing system.

Related to the current and future system capabilitiesisthe need for a process review to
ensurethat all employee, supervisor, management and personnel and payroll profes-
sionalsneedsare met. Over theyears, new programs have beenintroduced, such as
Washington Management Service, in-training appointments, college recruitment pro-
gram, and retirement and insurance coverage changes. These program changes, dongwith
other admini strative requirements, have made personnel and payroll processesvery com-
plex. Therefore, areview needsto be made of these processesto makethe organization
moreefficient and in compliancewith numerousregul ations.

Part one- Conduct aprocessreview of personnel and payroll processesand recommend
systemsimprovements. Recommendationsmay include:

¢ procedural changes,

¢ additional staff training in personnel and payroll issues and processes,

¢ automation of the Personnel Action Request form, and

¢ enhanced processes surrounding the hiring, payment, and termination of employees.

Part two - Develop and implement anew, automated personned system within the agency.
Recommendations from the process review team should be used to develop anew
personnel system that can meet the current and future needs of employees, supervisors,
management, administrative assistants, and personnel payroll professionals.

Financial & Employee Services

All Divisions

Part one - July 2000, Part two — January 2001
Part one— December 2000, Part two — June 2002

Strategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Enhance organization efficiency through process improvements of existing systems.
Property Tax Deferral System

Therearetwo problemswith the current processing system. The Property Tax Deferral
Systemisin an out-of-date software program. It has several problemsand issuesassociated
withit. They are:

+ Difficulty retaining trained I nformation Servicessupport.

¢ Thesystemisbecomingincreasingly morevulnerabletofailure.

¢ Thesoftwareislocated on only one persona computer with limited print capabilities.
Thislimitstheability to leverage staff in providing better customer serviceand cross-
traning.

¢ Thecurrent program does not correctly cal cul ate the equity component remainingin
theresidence values, which is needed to determine amaximal deferral amount.

In addition, the current paper filing process requires asignificant amount of storage
space and staff time spent filing and refiling.

Implement astorage and retrieval document management system for property tax deferral
accountsand, system improvementsthat would include correcting datacal cul ationsand
updating the softwareto an agency-consistent platform that all owsfor broader personal
computer utilization.

Thiswill improve the Property Tax Division’s ability to process and utilize the data
associated with the Deferral Program.

Property Tax

Property Tax, Information Services, Financial and Employee Services

In-progress
June 2001
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Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:

FINISH DATE:

Enhance organization efficiency through process improvements of existing systems.
Property Tax Exempt System

The Property Tax Exempt System and database were designed more than 15 yearsago.
The system’scurrent functionsneed to bereengineered. Thisincludesdataaccessibility,
dataviews, system navigation, database querying, and integration requirements. Thepro-
cesses, procedures, and system screen and database interfaces, and the current business
processes, functionsand needs, need athorough review and analysis. Under the present
system, staff isunableto make changes as simpleasimprovementsto taxpayer form letters.

Phaseone- Conduct afeasibility study to identify the costs/benefitsfor re-engineering the
Property Tax Exempt System. The goal would beto use more state-of -the-art technol ogies
to meet current businessneeds. The study should look at additional system functionssuch
asdifferent dataviews, ad hoc reporting features, acommon look and feel with other in-
house software (Graphical Screen Interface), datatransfer capabilitiesand theability to
utilize and maximize Internet/I ntranet capabilitiesif gppropriate.

Phasetwo - Implement the recommendations contained in thefeas bility study.

Property Tax, Information Services

Property Tax, Information Services

Study —July 2000

| mplementation —January 2001
Study — January 2001

I mplementation — January 2003
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Seek Efficiencies and Improvements

in Agency Programs

STRATEGY: Enhance organization efficiency through process improvements of existing systems.
INITIATIVE: Purchasing, Payables, and Inventory System Automation

BACKGROUND:  Theagency’spurchasing, payables, and inventory systemsare outdated, manualy intensive,
andinthecaseof aformsor supply inventory for thewarehouse, non-existent. Updating
these systemswould helptoimprove organizational effectivenessthrough eliminating redun-
dant efforts, reducing paper, and by alowing employeesto work moreefficiently.

SOLUTION: Improveadminigtrativeefficiency through the devel opment and implementation of the
followingthreeefforts.
Effort number one- Study and implement anew pur chasing system. Aspart of
the study, theteam should consider business needs, availabletechnol ogies (E-Forms,
€l ectronic systems, imaging, document management, and datacapture) and the current effort
being conducted by the Department of General Administration.

Effort number two - Enhanceaccountspayable processes. Currently, imaging technol-
ogy isused to capture theimage of payment documents oncethey reach Financia Manage-
ment. Thegoad would beto expand the use of imaging or other related technology to
incorporate the purchasing function onthefront end. A second goal would betoincorpo-
rate datacaptureinto theimaging processto automatically transmit accounting information
to the statewide accounting system without having to re-key theinformation.

Effort number three—Automateinventory systems. Theagency currently usestwo
separateinventory systemsto track fixed assets; oneto meet licensing and tracking require-
mentsfor software and personal computers, the other to officially track fixed assetsfor the
agency. In addition, the agency doesnot have an inventory systemto track formsand/or
significant supply stocksin the agency warehouse. To consolidateinventory systemsand
improveformshandling, ateamwill beformed to review current processes and automate
theresulting processes.

LEAD Effort number one—Financial & Employee Services

DIVISION(S): Effort number two—Financia & Employee Services
Effort number three—Financial & Employee Services, Information Services, Taxpayer
Services

PARTICIPATING
DIVISION(S): All Divisons

START DATE: Effort number one- July 2000
Effort number two - January 2001
Effort number three - January 2002
FINISH DATE: Effort number one—June 2002
Effort number two—December 2001
Effort number three—December 2003

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY: Enhance organization efficiency through process improvements of existing systems.
INITIATIVE: Redl Estate Excise Tax

BACKGROUND:  TheRed Estate Excise Tax (REET) reporting and collection process has not changed
significantly sinceitsinceptionin 1951. Thetax isstill reported and collected by the counties
onafour-part paper form—the Real Estate Excise Tax Affidavit. Theorigina copy of the
form stayswith the County Treasurer, and the three copies of theform go to the Depart-
ment, the County Assessor, and thetaxpayer. The Department receives approximately
300,000 setsof theseformsannually, which arethen used by different groups.

SOLUTION: Theinitiativeinvolvestwo parts.

Part one—conduct acomprehensive study of possible upgradesto the Real Estate Excise
Tax reporting/collection process. Areasto study include:

¢ Automating the Real Estate Excise Tax reporting process, including making the REET
affidavit and ancillary formsavailable onthe I nternet astempl ates,

¢ Crossreferencing tax exemption claimswith statutory and administrative codetext,

¢ Providingan Internet REET information siteincluding Frequently Asked Questions, and
specia announcementsnormally mailedtothe REET subscriptionlist,

+ Possbledectronicfiling and payment of thetax, and

¢ A databaseof affidavitinformation.

Part two—implement study recommendations.

LEAD
DIVISION(S): Specid Programs
PARTICIPATING
DIVISION(S): Specia Programs, Property Tax, Information Services
START DATE: Study —July 2000
Implementation—July 2001
FINISH DATE: Study —June 2001

Implementation—July 2005

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY: Enhance organization efficiency through process improvements of existing systems.

INITIATIVE: Taxpayer Accounts Receivablelntegrated System

BACKGROUND:  Mgortax systemswithin the Department arenot fully integrated. Miscellaneoustaxessuch
asUseTax, Leasehold, Fish, Cigarette, etc. need to beintegrated where appropriateinto
themgor systems. The Department needsto provide faster, more accurate processing for
theagency god of providing key informationwithin 48 hoursof receipt. Interna controls,

dataintegrity, and security between the mgor tax accounting systemsa so need to be

improved. Full integration would a so save staff time currently spent entering informationinto

morethan one system.

SOLUTION: Completetheintegration between mgor tax systemswhich includethe Excise Tax System,
Credit Management System, Taxpayer Accounts Receivable I ntegrated System, and the
BusinessRegidtration System. Theintegrationwill includeany of themiscellaneoustaxesas
appropriate and a so may provide aninformational account level statusand balancefor each

taxpayer that will bring together the Department’ srecelvablesand payables.

LEAD

DIVISION(S): Taxpayer Account Adminisiration

PARTICIPATING

DIVISION(S): Taxpayer Account Administration, Information Services, Financial and Employee Services,
Specia Programs

START DATE: In-progress

FINISH DATE: June 2001

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Accel erate devel opment of business applications by standardiz ng technology
products.

Forest Tax Technology Enhancement

TheForest Tax System wasdevel opedin 1972 ontheBM computer platform. Currently, it
supportsthetax reporting of three different return types, distribution of fundsto the state
and counties, delinquency management, and Forest Practice and Public Contract registra-
tion. The primary input to the system isthrough batch keying on an antiquated dataentry
system.

Themajor processesare batch oriented and still reside on the | BM mainframe of the
Department of Information Services. Thisrequiresoffloadsof thedatato theagency’s
Tandem system to interface with other agency systemsfor receivables, audit, and account
management functions. Limited online activity isa so supported on the Tandem. Data
residing on the Tandem must betransferred back to updatethe IBM.

Theability torespond to significant legid ative mandates or system enhancementsislimited
by acomplicated file structureon the IBM. The need to keep asystem functioning on two
computer platforms(IBM and Tandem) isresourceintensive.

Reengineer the Forest Tax system to give the usersonlineand interactive harvest permit
registration, tax return process ng, delinquency management and distribution capabilities.
Thenew system should be easier to navigate and integrate whenever possiblewith other
bus nessfunctions. Dataentry technology a so needsto be upgraded and integrated with
other processes. And, theability to provide I nternet/Intranet interplay and/or other graphical
screeninterfaces needsto be studied and recommendations made.

Specia Programs

Specia Programs, Information Services

July 2000
June 2003

Strategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:

INITIATIVE:

SOLUTION:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Accel erate devel opment of business applications by standardizng technology
products.

Oracle Database Applications

Supporting Oracle Database appli cations has become asignificant support, retention,
training and skill setissuefor theInformation Services Division. Thisagppliesto programming
support and Network Servicesstaff that must maintain and support multiple platforms. The
agency isusing Oracle gpplicationsin severa significant program aress.

Most of the applications use older versionsof software and utilize 16 bit technology. The
current standard devel opment tool set in the agency isMicrosoft programming languages
and Microsoft-SQL Server database, with 32 bit technology. Thedifficulty of supporting
these applicationsthat employ different technology (suchasNovell vs.NT; 16 bit vs. 32 hit;
plusdifferent versionsof software) isincreasing.

Reengineer the agency’s Oracle-based applicationsinto Visua Basic Client/ SQL Server
databasetechnology. Thegoa would beto minimizethe number of technology environments
and versions supported, alow for standardi zed future enhancements of I nternet/I ntranet
technol ogy, and to moreeffectively usenformation Service staff by minimizing the number
of skill setsrequired to maintain production systems.

I nformation Services

Information Services, Financia and Employee Services, Research, Property Tax, Appedls,
Audit; Legidation and Policy, Executive, AttorneysGenera

July 2000
June 2003

Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY: Accel erate devel opment of business applications by standardizng technology
products.
INITIATIVE: Unclaimed Property Technology Study

BACKGROUND:  TheUnclaimed Property System and databaseswere designed over 15yearsago and are
now antiquated and out-of-date. New regquirementsfor intensive database access, system
navigation, uploadsfrom other systems, and downloadsto other formats have created the
need to restructure the database and reengineer the systems.

Examplesof new functionsthat have been devel oped for the administration of Unclaimed
Property include:

(1) Publicinquiry onthelnternet.
(2) Disk and Tape Reporting optionsfor reporting businesses and other states.
(3) Combined reporting and remitting processeswith oneduedatefor al reporters.

Reengineering of the system would enhance these and other functionssuch astheability to
select, download, and research certain groups of datato simplify thework of the Unclaimed
Property Section.

SOLUTION: Phaseone- Conduct afeasibility study toidentify the costs/benefitsof reengineering the
system and to make recommendations.
Phasetwo—Implement the recommendations of the study.

LEAD
DIVISION(S): Specid Programs
PARTICIPATING
DIVISION(S): Specia Programs, Information Services
START DATE: Study —July 2000

I mplementation—January 2001
FINISH DATE: Study — January 2001

Implementation— December 2002

m Srategic Business Plan



Seek Efficiencies and Improvements

in Agency Programs

STRATEGY:

INITIATIVE:

BACKGROUND:

INITIATIVE:
LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Srategic Business Plan

Optimize the Department’s ability to conduct business effectively through continued
investment in technology infrastructure.

Remote Access Enhancement

Department employeesaretaking advantage of flex place opportunities. Many agency staff
arerequired to be away fromtheir office workstationswhile conducting their work. Ex-
amplesinclude: Fidld Auditors, Property Tax Appraisers, Property Tax Auditors, and
Foresters. In addition, theseempl oyeesrely heavily on data contained within Department
information systems, and need to have quick accessto maintain productivity.

Agency auditorscurrently have modemsintheir |aptop computers, asdo many of thelaptop
computersused by other agency staff. Thisenablesthese employeesto accesssome
systemswhileaway from their assigned office. However, increased accessto al of the
agency computer systemswouldimproveemployees’ ability to efficiently performtheir jobs.
Expand the agency’ sinvestment in remote access hardware, software, and communications
equipment to allow morewidespread and reliabl e accessto agency computer systems.

Information Services

Information Services

In-progress

Ongaing
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Promote Fairness, Consistency, and Uniformity in the

Development and Application of Tax Law and Policy

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Increase the ability to provide consistent tax information and tax policy interpreta-
tion to customers and employees.

Interim Audit Guidelines

Thetax environment isdynamic and changes with each |egislative session. A major
role of the Department isto inform taxpayers of changes and ensure that taxpayers pay
their full amount of tax liability —no more and no less. One of the divisionsthat works
individually with taxpayersto ensure correct payment isthe Audit Division. Sometimes
the auditor’sjob isvery difficult asit relates to application of tax law dueto the
limitations of current oral or written instructions.

The Audit Division plansto implement a process where written guidance will be sent
to Audit and other Department staff to provide consi stent interim tax application guidance.
Thisguidancewould bein effect whiletheagency isin the processof formalizing tax policy
positions. Theguideinesareintended to be short termin natureand will berescindedin
writing when apublished agency positionisdevel oped.

Audit

Audit, Legidlation and Policy

July 2000
Ongoing
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Promote Fairness, Consistency, and Uniformity in the

Development and Application of Tax Law and Policy

STRATEGY: I mprove communication between divisions regarding interactions with taxpayers.
INITIATIVE: Centralized Notepad System

BACKGROUND:  Currently, each mgor excisetax computer system hasitsown notepad that isnot accessible
from other systems. When morethan onedivision isdealing with ataxpayer and they do not
have accessto information or may be unaware of other division contacts, it canresultin
inconsistenciesin tax treatment. In 1996, aquality team designed to improve agency com-
muni cationsrecommended the creation of acentralized notepad.

SOLUTION: Createafully functional notepad system to provide ataxpayer’s complete account history
including al correspondence, reporting instructionsissued, account adjustment records,
auditinformation, and appeal records. Thisinformation will beavailableto usersof any of
the Department’smajor systems. Mg or systemsinclude Excise Tax, Outstanding Return
and Automated Compliance System, Taxpayer Accounts Receivable I ntegrated System,
Credit Management System, and the Bus ness Registration Management System.

LEAD
DIVISION(S): Taxpayer Account Administration, Compliance

PARTICIPATING
DIVISION(S): Taxpayer Account Administration, Compliance, Appedals, Audit, Information Services,
Legidation and Policy, Specia Programs, Taxpayer Services

START DATE: July 2000
FINISH DATE: June 2001

Srategic Business Plan



Promote Fairness, Consistency, and Uniformity in the

Development and Application of Tax Law and Policy

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

I mprove communication between divisions regarding interactions with taxpayers.
Tax Discovery Case Tracking System

Currently, thereare no links between divisionsto track tax discovery taxpayer contactsona
statewidebasis. Tax discovery case records maintained on asystem by Compliance need to
be expanded to include cases and contacts made by Taxpayer Account Administration,
Audit, and the Specia ProgramsDivisions. Further, thereisno ability tolink, view, coordi-
nate, or passinformation between agency systemswith the current or improved case
management system. Such alink will reducetherisk of multiple contactswith taxpayersand
will diminateduplication of effort when establishing acase and making the assessment.

Improveefficiency, diminateduplication of effort, improveaccountability, and smplify and

streamlinetax discovery taxpayer casesby integrating current agency systemsto make
available statewidethe ability to managetax discovery cases.

Compliance

Compliance, Audit, Taxpayer Account Administration, Information Services, Specia
Programs

July 2000
June 2001

Srategic Business Plan



Promote Fairness, Consistency, and Uniformity in the

Development and Application of Tax Law and Policy

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Enhance compliance to, and uniform application of, property tax laws and adminis-
tration by monitoring and assisting counties.

County Assessment Performance Program

Therearecurrently differencesin assessors administration of property tax law. These
differencesrangefrominability to administer correctly because of resourcelimitationsor
lack of understanding of thelaws, to actual non-compliance. Inthe areas of administration,
thereareincons stenciesin complianceto current use applications, classificationsof prop-
erty, valuation of property, and meeting statutory timelines. Given that aprimary goa and
responsibility of the Department isto ensure uniform and correct application of property tax
law statewide, it isnecessary to review and monitor the genera level of performancein each
county. To date, the Department’sroleinthisareahasbeen minimal.

Thereisaneed to hold counties accountable for suitable levels of legal compliance to
property tax laws. Without aperception of appropriate administration, theintegrity of this
sourceof tax revenueisserioudy undermined. Also, political issuesand discontent continue
to increase asthe conflict escal ates between the need for funding assessors mandates, and
the public and administration’s need for assurancethat the money isnecessary and isbeing
spent wisdly. The demand for the Department to expand itsrole asamediator/facilitator and
consultant will continueto increase asaresult. Our ability to respond to thisneed iscur-
rently extremely limited.

Create an organized and systematic review process that can be used in county adminis-
tration offices. Thisaudit program would review processes and provide feedback with
the goal of improving compliance, improving timeliness, and creating efficienciesand

uniformity statewide. Findingswould be generated on an increasing scale, ranging from
verbal to moreformal correspondence and actionif non-compliance continued.

Property Tax

Property Tax

July 2000
On-going

Strategic Business Plan



Promote Fairness, Consistency, and Uniformity in the

Development and Application of Tax Law and Policy

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Srategic Business Plan

Actively participate in national and regional efforts to streamline and increase the
consistency of state and local taxes.

Nationa SalesTax Smplification Efforts

State salestax issuesareof increasing national concern and debate. To preservethe
saestax/usetax asaviablerevenue sourceinthe 21st century, stateswill faceincreasing
pressureto smplify and streamline the admini stration of thesetaxes. Consequently, there
isgrowing need for the Department to represent Washington State’ sinterestsin national
associationsand projects. Thisisevidenced by the Governor’sparticipationinthe
Advisory Commission on Electronic Commerce and the Department’ sparticipation on
committees sponsored by the National Governor’s Association and National Confer-
enceof State L egidatures. Other informa government/busi nesscommitteesal so seek the

Department’ sparticipation.

The Department will continue participating in those efforts seeking solutionsthat havethe
ultimategoa of smplifying and streamlining the manner inwhich vendorscollect, report,
and pay salesand usetax. Thebroader e ementsof smplificationinclude, but arenot
limitedtothefollowing:

¢ Uniformdefinitions;

Uniform adminigtration of exemptions,
Uniformtax bases;

Uniformsourcingrules,

Uniform audit procedures; and
Centraized, one-stop national registration.

® & & o o

Taxpayer Services
Taxpayer Services, Executive, Legidationand Policy, Audit, Taxpayer Account Admin-
idration

In-progress
On-going




Promote Fairness, Consistency, and Uniformity in the

Development and Application of Tax Law and Policy

STRATEGY: Assist in tax policy decision making.
INITIATIVE: Fina Tax IncidenceModd

BACKGROUND:  Taxequity isbecominganincreasngly important issuefor policy makers. Whileinitia tax
incidenceismany timesclear, the question of who ultimately paystaxesismoredifficultto
answer. Thisisbecause businesstaxesare shifted to consumers, employees, or capital
holders.

Other states, including Minnesota, Oregon and Californiamode ultimatetax incidencefor
existing and proposed tax policy. Inthe Washington State 1999 |egid ative session, abill was
introduced to have the Department estimatetax incidencefor al significantly largetax bills.
Althoughthebill did not pass, it indicatesan interest by thelegidatureinthistypeof analyss.

SOLUTION: Createand use atax incidence model. To accomplish thisgod the agency would:

¢ Work with other statesthat currently estimatetax incidence, and study the best way to
esimateinitial andfina tax incidence.

¢ Buildinitial andfind tax incidencemodels.

Usethe modelsto estimatetax incidencefor the current tax system.

¢ Usethemode to estimatetax incidencefor tax proposalswhen policy makersare
interestedinthisanadyss.

¢ Usethemode for special studieswhen appropriate.

L 4

LEAD

DIVISION(S): Research
PARTICIPATING
DIVISION(S): Research
START DATE: July 2000
FINISH DATE: June 2001

E Srategic Business Plan



Promote Fairness, Consistency, and Uniformity in the

Development and Application of Tax Law and Policy

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Assist in the development of tax and regulatory policies that make Washington a more
attractive location for new, existing, and homegrown businesses.

BusinessIncome A pportionment Policy Review

The state isfast approaching a crossroads where it must make decisions about how to
apportion businessincomefor tax purposes. Current methodsare, for the most part, out of
syncwith how businessincomeishandled in other states. Apportionment of serviceincome
isin particularly strong need of study and action. Generaly, the current cost-based ap-
proach to al ocate busi nessincome on servi ce businesses penalizes Washington companies
because most of their costsare herein the state. A review also needsto be madeto deter-
minewhether the apportionment approach, or lack of one, in other business sectors makes
tax policy sensefor our current state economy.

A comprehensivereview of apportionment issueswill takeyears, and actionson policy
changeswill be dependent upon stakeholder and policy maker reaction, and more specifi-
caly upon|legidative agreement. Therefore, thisplan emphasizesshorter-term deliverables
that areindependent of legidativeaction.

I nitial Recommendationsfor Deliverablesare:

¢ Anapportionment primer or handbook that providesessential background and a
preliminary discussion of alternativesto present trestment.

¢ Alega researchplan providing alisting of, and preliminary timelinefor, researching the
legal issuesthat need to be explored in devel oping policy options.

¢ A preliminary overall work plan, including stakehol der management, for acomprehen-
siveapportionment effort.

¢ Recommendationsfor legidativeactionin 2001, whichwill likely include proposalsfor
handling apportionment in oneor two key industries (e.g., broadcasting).

Additional deliverables should be discussed and potentially incorporated into this plan
once the reception to these deliverablesis evaluated.

Legislation and Policy

Legidationand Policy, Appedls, Attorneys General, Audit, Research, Taxpayer Services

June 2000
July 2005

Srategic Business Plan E



Promote Fairness, Consistency, and Uniformity in the

Development and Application of Tax Law and Policy

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Assist in the development of tax and regulatory policies that make Washington a more
attractive location for new, existing, and homegrown businesses.

Washington’sEconomic Vitdity Study

The Governor’s Joint Economic Vitality Cabinet istaking aproject approach toimproving
Washington’seconomic vitdity. Projectsinitiated by other agencieshaveto dowith devel-
oping telecommuni cationsinfrastructure, nurturing high technology clusters, skillsgaptraining
and pre-permitting to make sites* devel opment ready.”

The Department isproposing aworking group of economistsand policy staffsfrom state
agenciesgather to determinefactorsaffecting businessgrowth and survival based onexisting
literature.

The Department will coordinate aworking group including representativesfrom the Office
of Financid Management, Community Tradeand Economic Devel opment, Employment
Security Department, Labor and Industries, and Department of Revenue. The group will
identify benchmarksfrom published studiesthat measure Washington'sstrengthsand
weaknessesrd ativeto factorsaffecting bus nessgrowth and survival. Based onthisanalysis,
they will develop andimplement atax and regulatory reforminitiativethat addressesidenti-
fied weaknesses.

The project hastwo phases:

¢ Phaseoneisto determinethefactorsinfluencing businessgrowth and survival based on
studiesfromexisting literature. The presumptionisthat direct tax breakstoindustry are
not the only means by which government can help businessesgrow and survive. The
group proposesto benchmark the state' s performance rel ative to other statesand past
performanceto determinefactorswhere Washington Stateisweak.

¢ Phasetwoistodevelop astrategy or reforminitiativeto bolster tax and regul atory
policy for factorsdiscovered intheanayss. Depending on thevalue of thework to the
Joint Economic Vitaity Cabinet, the study could form the structural framework for an
economic development policy to beusedin theupcoming legidative sessions.

Research, Legidation and Policy

Research, Legidation and Policy

In-progress
June 2001

Strategic Business Plan



Build and Strengthen Relationships

with our Customers

STRATEGY:
INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:

FINISH DATE:

Srategic Business Plan

Timely resolve taxpayer issues resulting from Departmental actions.
AppeasTimdineReduction Filot

TheAppedsDivisonisresponsiblefor hearing excisetax appeal sand making written
decisonsontheissues. Currently, thedivisioniscommitted to resolving both mainstream
and executiveleve tax appealsinoneyear. In recent years, however, thedivision'scustom-
ers, both externa and internal, have voiced frustration over thelength of timeit takesto
resolvethese appeals. Inparticular, taxpayershave expressed astrong desirefor afaster,
moreefficient gppea sprocessthat will deliver tax decisonsand meaningful guidance. After
examiningitsinterna processes, the Appea sDivision beievesit can reduce theamount of
timefor resolving apped swithout sacrificing the quality of itsreview of tax issues.

Criticdl tothe success of reducing thetimefor resolving tax appeal sisthe creation of a
better systemfor receiving, storing, tracking and retrieving information rel ated to taxpayer
appeals. Documents coming from varied sourcesarrive at thedivison daily pertainingtothe
many open cases. Time sensitive documentsare of particular concern such as, appealsto
the Board of Tax Appeals, scheduling letters, and closing agreements. Anintakeand
tracking systemisnecessary to ensure accountability to taxpayersand agency staff andto
ensure apped sareresolved in atimely manner.

TheAppedsDivisgonwill implement aTimeline Reduction Filot project that will attempt,
over an 18 month period, to reducethetimefor resolving mainstream tax appealsto 6
months and reduce executivelevel and specid mainstream tax appealsto 9 months. If the
project issuccessful, thedivisonwill formally adopt the 6- and 9- month timelines. If the
project yid dsresultsthat suggest amoreredistic timelineislonger than 6 and 9 months, but
shorter than oneyear, thedivisonwill formally adopt that new timeline.

Aspart of the project, an electronic document management processwill beimplemented.
Thesystemwill store, track, and alow for immediate accessto al documentsassociated
with an appeal whether generated from within or outside of theagency.

Appeds

Appedls, Financial and Employee Services, Information Services

TimelineReduction Filot - July 2000
Document Management System - July 2000
TimelineReduction Pilot - January 2002
Document Management System- January 2001




Build and Strengthen Relationships

with our Customers

STRATEGY:

INITIATIVE:

BACKGROUND:

SOLUTION:

LEAD
DIVISION(S):

PARTICIPATING
DIVISION(S):

START DATE:
FINISH DATE:

Increase customer satisfaction by improving the timeliness and accuracy of tax
information.

Loca Salesand Use Tax Distribution System

Thecurrent local tax accumulation and distribution systemwaswrittenin 1970 when local
option taxeswerefirst authorized. Thisdistribution systemisold, difficult tomaintainand
unstable. It requiresagreat deal of manual support to complete each month’sdistribution
beforefunds can bereleased tolocal jurisdictions. Reportsfrom one system must bere-
keyed into PC databasesto be validated or researched before distribution occurs. Requests
for ad hoc reportsand local tax changesrequire programming of one or more systems.
Local tax administration hasgrown significantly since 1970 and today distributes morethan
$1.2 billion eachfiscal year to morethan 340 taxing jurisdictions.

A teamwasformed in September of 1999 to conduct athorough analysisof the current
system. Thisreview resulted in arequirements document for implementing anew system.

Implement alocal tax distribution system based on the requirements set forthfromthe
anayss. Goalsof thenew systeminclude:

¢ Reducethenumber of job streamsand programs (approximately 26 jobsand 102
programs) required to accumul ate and distributetaxestolocal jurisdictions;

L ocatetax ratetableson asingle operating platform;

Automatically load distribution totalsto PC/L AN databases;

Createreportsasneeded for tax jurisdictions and the Department;

Theability to easily handlenew local taxes enacted by the Legidature; and

Design, development, and testing of aprototypetoidentify local salestax errorsand a
new electronic format to deliver local salestax datato thelocd jurisdictions.

* & & o o

Taxpayer Account Administration

Taxpayer Account Administration, Information Services, Research, Compliance, Audit,
Special Programs, Financia & Employee Services

In-progress
June 2003

Strategic Business Plan
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Division Descriptions

APPEALS

AUDIT

COMPLIANCE

EXECUTIVE

The Appeals Division employs Administrative Law Judges who hear taxpayer
appeals; issue written determinations; render formal and informal tax law interpre-
tations; and mediate and negotiate settlement of tax disputes executing settlement
closing agreementswhen appropriate. Thedivision'sstaff a so represent the Department
ininforma appea sbeforethe State Board of Tax Appeals.

Taxesadministered by the Department depend primarily upon voluntary compliance
by taxpayers. The Audit Division verifiestaxpayer reporting accuracy for awide
variety of taxes. Auditors contact and work with taxpayersdirectly to: educate them
about tax application; correct improper reporting; identify unregistered businesses,
deter tax evasion; and promote voluntary compliance. Audit Division staff are
located throughout the state and nation and are primary participantsin multi-state
audit activities.

The Compliance Division encourages voluntary compliance by educating and
assisting taxpayers, collecting taxes owed, and deterring tax evasion. The Division
staffs and operates 15 field offices as well as Out-of-State, Claims, and Central
Collection Units. Revenue Agents collect delinquent tax accounts, assure uniform
enforcement through direct contact with taxpayersand identify and recover unre-
ported or underreported taxes. Thisdivision uses education and outreach effortsto
register businesses and assist taxpayers to accurately report tax liability.

The Executive office of the Department provides overall guidance and direction to
the organi zation. Responsibilitiesinclude setting the organizational vision, organiz-
ing the agency, and reviewing operations. The Director, Deputy Director and Senior
Assistant Director ensure the Department meetsits statutory obligations and admin-
istersits programs effectively. Executive management isresponsiblefor establish-
ing strategic direction and policies, and establishing appropriate plans to enable the
Department to accomplishits Mission. The Executive officeis also responsible for
the Quality Improvement and Internal Audit functions. For legal issues, the Depart-
ment isrepresented by the Office of the Attorney General.

Internal Audit

Interna Auditisresponsiblefor providing anindependent review of agency
operations. They ensurethat financia systemsand controlsmeet Generdly
Accepted Accounting Principles (GAAP) and Governmental Accounting
Standards Board (GA SB) standards. They aso help ensurethat theagency isin
compliance with the Revised Code of Washington, Washington Adminigtrative
Codeand the Office of Financial Management and Agency policy and proce-
dures.

Strategic Business Plan



Division Descriptions

FINANCIAL AND
EMPLOYEE
SERVICES

INFORMATION
SERVICES

LEGISLATION
AND POLICY

Srategic Business Plan

Quality Improvement

The Quality Improvement Coordinator ischarged with planning, organizing
and leading the agency’ squality improvement efforts. Key responsibilities
include: facilitating the Quality Council, providing on-going training oppor-
tunitiesin quality practices, assisting managers and staff inimplementing
quality activities, monitoring overall progress of quality efforts, and provid-
ing organizationa devel opment servicesto theagency. The coordinator interacts
with agency employeesto effectively integratethe duties of the positionwith all

significant aspectsof the agency.
Legal Services

The Office of the Attorney General hasassigned several Assistant Attorneys
Generd ascounsel to theagency to providelegal services. Theseservices
include providing legal advice on questions arising in the course of the
agency’sexcise, unclaimed, and property tax administration duties, and
representing the Department and the state in tax related litigation. The
attorney’s also areinvolved in the preparation of formal tax opinions of the
Attorney General.

The Financial and Employee Services Division providesinternal support to the
other divisionswithin the agency. Support functions encompass financial manage-
ment, cash management, empl oyee services and office services. Financial and
business management activitiesincludefinancial analysisand reporting, payments
to employeesand vendors, payroll, general accounting, budgeting, planning, perfor-
mance measurement, cash management, inventory, facilitiesmanagement, purchas-
ing, contracting, warehousing and mail service. Human resource support activities
include recruitment and employment, classification and pay, personnel and labor
relations, human resource devel opment, training, employee safety, and programsfor
affirmative action and disability accommodation.

The Information Servicesdivision managesthe Department’ s statewide electronic
infrastructureincluding the centralized mainframe computer service center, the
Wide AreaNetwork, Local AreaNetworks, and the devel oping I nternet/Intranet
environment. Information Services staff develop and modify tax system applica-
tions, ensure systems security, train Department staff on computer hardware and
software, provide software and hardware support and repair, and handl e telecom-
muni cations and computer infrastructure needs.

L egislation and Policy coordinatesthe Department’slegidative, rules, and technical
and policy advice programs. In addition to providing the Legislature with accurate
andtimely information, thedivision concentratesitslegidative effortstoward fairness,
congstency and ease of administration.



Division Descriptions

PROPERTY TAX

RESEARCH

SPECIAL
PROGRAMS

TAXPAYER
ACCOUNT
ADMINISTRATION

Division responsibilitiesinclude planning and monitoring the implementation of
new or revised tax programs, providing cost impacts of proposed legislation;
developing tax policy options; drafting tax-related | egisl ation; issuing policy and/or
interpretive statements; conducting special policy analyses to address specific
industry, executive, or agency needs; drafting, adopting and amending administrative
rules; and providing technical and policy adviceto agency divisions, other state
agencies, and local governments.

The Property Tax Division overseesthe administration of property taxation at state
and local levels. Responsibilities include the development of rules, guidelines and
documentation affecting the assessment and taxation of property. Thedivision
directly appraises the inter-county operating property of about 300 airline, railroad,
power, gas, railroad car line and communication companies. Other responsibilities
include: conducting county assessment ratio studiesto set the state school levy and
equalize the value of utilitiesto local taxing districts; providing appraisal assistance
to counties; administering property tax exemptionsor deferralsfor nonprofit organi-
zationsand senior citizens; and oversight of county boards of equalization; and the
setting of property tax levies and the revaluation programsfor all counties.

The Research Division conducts analysis of present and proposed tax programs and
servesin an advisory capacity to the executive and legislative branches of state
government in the devel opment of tax policy. Thedivision compiles, analyzesand
publishes dataon tax collections; prepares revenue forecasts for non-general fund
sources; and responds to awide variety of requests from local government and the
private sector for specialized tax dataand analysis. The Research Division also conducts
operationsresearch projectsfor al divisionsof the Department to help increasethe
efficiency and effectivenessof agency programs.

The Specia Programs Division, through its Forest Tax, Miscellaneous Tax and
Unclaimed Property sections, administers several Department programs. These
programsinclude: timber excisetax, the Log Export Enforcement program, cigarette
tax, brokered natural gastax, estate tax, enhanced food fish tax, oil responsetax,
real estate excise tax, leasehold excise tax, corporate transfer and vessel taxes, the
escheat fund, various businesstax credits and salestax deferral programs, and the
state’ sunclaimed property program.

Taxpayer Account Administration isprimarily responsiblefor taxpayer registration,
records maintenance, tax return processing, file examination, billings, refunds,
identification of delinguent accounts, proper allocation and distribution of state and
local taxes, and the Unified Business Identifier program. Thisdivision coordinates
the Department’s Electronic Filing and Electronic Funds Transfer programsfor the
agency. Division staff also are responsible for maintaining all taxpayer records and
serve asthe agency records custodian.

Strategic Business Plan



Division Descriptions

TAXPAYER
SERVICES

Srategic Business Plan

Taxpayer Servicesisresponsiblefor the Department’s public information and
outreach programs, mediarelations, public relations and major aspects of employee
communicationsfor theagency. Thisdivision coordinates, preparesand printsmost
Department forms, produces or assists other divisionsin the preparation and distri-
bution of publications, and promotes voluntary compliance through servicessuch as
tel ephone assistance, technical assistance notices, and taxpayer workshops. They
respond to many written taxpayer inquiries, providing binding tax application and
reporting instructions. Thelegislatively mandated Taxpayer Advocate assists
taxpayerswith resolving issuesand understanding their rightsinworking with the De-

partment.



Taxpayer Rights and Responsibilities

THE TAXPAYERSOF THE STATE OF WASHINGTON HAVE THE

RIGHT TO: RESPONSIBILITY TO:

+ Simpleand prompt administrative processfor tax ¢ Regigter withthe Department of Revenue.
refundsand credits.
¢ Know their tax reporting obligationsand seek
+ Timey, fair and equitabletreatment with dignity instructionswhen they are uncertain.
and respect.
¢ Keep accuraterecordsand compl ete business
¢ Accuratewritteninformation onreporting records.
instructions, appeal procedures, refund claims
and reasonsfor assessment.

¢ Filereturnsand pay taxesinatimely manner.

¢ Publichearingson proposed rules.
¢ Ensuretheaccuracy of theinformation entered on
their tax returns.
¢ Review and appeal of assessments, business
registration revocation and adverse rulings.
¢ Substantiateclaimsfor refund.

¢ Remedieswhen statutesand rulesarefound to
beunconstitutional. ¢ Notify the Department of Revenueand pay taxes
promptly when closing abusiness.

+ Confidentidity of financia and business
information.

Srategic BusinessPlan



Field Offices

@ BELLINGHAM

~

)

\ e EVERETT
L ‘\~ ® BOTHELL
PORT ANGELES \7. SEATTLE
( J (
SETEETAY RENTON SPOKANE
N
S °
ABERDEEN \L e TACOMA WENATCHEE
o ® OLYMPIA
- ® YAKIMA
|
® KENNEWICK
VANCOUVER @
Aberdeen Everett Renton Vancouver
110 West Market Street 11627 Airport Road #B 919 SW Grady Way 8008 Northeast 4th Plain
(360) 533-9312 (425) 356-2911 Suite 150 Boulevard
(425) 277-7300 Suite 320
Bellingham K ennewick (360) 260-6176
1904 Humbol dt Street 22 West Kennewick Seattle
Suite A Avenue 2101 - 4th Avenue Wenatchee
(360) 676-2114 (509) 585-1501 Suite 1400 630 North Chelan
(206) 956-3002 SuiteB-3
Bothell Olympia (509) 663-9714
19800 North Creek 2735HarrisonAveNW  Spokane
Parkway, Suite 101 Suite 440 4407 North Division Yakima
Target Place Complex Suite 300 1714 South 16th Avenue

Bremerton

4841 Auto Center Way
Suite201

(360) 478-4961
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(360) 753-3181

Port Angeles
734 East First Street
SuiteB

(360) 457-2564

(509) 482-3800

Tacoma

3315 South 23rd Street
Suite 300

(253) 593-2722

(509) 575-2783



Washington State General Fund Revenues

Fiscal Year 1999 - Dollarsin Millions

State Revenues*
Retall Sdes/Use State Property Tax
$5,322 $1,277
49.3% 11.8%

Cigarette/Tobacco
$87
0.89%

$1,811

Business& Occupation
16.7%

Public Urtility
$222
2.1%

$384
3.7%

3.9%

Red Estate Excise
[ Other DOR Taxes ] $424

*Excludesfederal grants-in-aid, restricted fundsand operating fund transfers.
Source: “1999 Comprehensive Annual Financial Report” (unpublished detail), Office of Financia

Management. GAAPbas's; thefiguresmay not agreewith other tablesin Department of Revenue
reportswhich generaly reflect cash collections.
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Department of Revenue Collections

Fiscal Years 1998 and 1999 (in thousands)

SOURCE FISCAL FISCAL PERCENT
1998 1999 CHANGE
STATETAXES
1935 Revenue Act Taxes
Retail Sales and Use Tax $4,989.670 $5,284,066 5.6%
Businessand Occupation 1,853,815 1,827,459 -1.4%
Public Utility 211,783 221,397 4.5%
Cigarette 258,870 255,050 -1.5%
Other 109,967 131,352 16.3%
TOTAL 1935 Revenue Act Taxes $7,424,105 $7,719,324 3.8%
Property and In-Lieu Taxes
State School Levy $1,229,431 $1,274,590 3. 7%
Timber Excise (state) 22,706 18,833 -17.1%
PUD Privilege 27,514 26,865 -2.4%
L easehold Excise (state) 14,094 15,622 10.8%
TOTAL Property andIn-Lieu Taxes  $1,293,745 $1,335,910 3.1%
Other State Taxes
Real Estate Excise Taxes $382,213 $428,006 12.0%
Excise 83,607 69,570 -16.8%
Hazardous Substance 20,397 15,494 -24.0%
Other 189,803 204,505 4.2%
TOTAL Other State Taxes $676,020 $717,575 6.1%
LOCAL TAX COLLECTIONS $1,458,400 $1,609,799 10.4%
ADMINISTRATIVE COLLECTIONS $19,295 $15,725 -18.5%
TOTAL DEPARTMENT
COLLECTIONS $10,871,565 $11,398,333 4.8%

Source: Department of Revenue, GAAP collectionsfor all sourcesexcept Timber Excise (State); the
figuresmay not agree with other tablesin Department of Revenuereportswhich generally reflect

cash collections.
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